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Introduction
Please state your name and business addr ess.

My nameis Scott J. Rubin. My business address is 333 Oak Lane, Bloomsburg, PA.

By whom are you employed and in what capacity?
| am an independent consultant and an attorney. My practiceis limited to matters

affecting the public utility industry.

What isthe purpose of your testimony in this case?

| have been asked by the Office of Consumer Advocate (“OCA”) to provide an overview
of this case from a public policy perspective, particularly in light of the COVID-19
pandemic affecting the world at thistime. | also will introduce the OCA’ s other witnesses
who will address various aspects of the rate request filed by Pennsylvania=American
Water Company (“PAWC” or “Company”). Finally, | will review and critique the
Company’ s cost-of-service studies (“COSS”"), proposed rate design for residential
customers, the need for PAWC to have separate stormwater rates, and the Company’s

proposed Regionalization and Consolidation Surcharge.

What areyour qualificationsto providethistestimony in this case?

| have testified on more than 200 occasions as an expert witness before utility
commissions or courts in the District of Columbia, the province of Nova Scotia, and the
states of Alaska, Arizona, California, Connecticut, Delaware, lllinois, Kentucky, Maine,
Maryland, Massachusetts, Minnesota, Mississippi, New Hampshire, New Jersey, New

Y ork, North Dakota, Ohio, Pennsylvania, South Carolina, Washington, and West
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Virginia. | also havetestified as an expert witness before two committees of the U.S.
House of Representatives and various state and local legislative committees. | also have
served as a consultant to the staffs of four utility commissions, several national utility
trade associations in the United States, and state and local governments throughout the
United States. Prior to establishing my own consulting and law practice, | was employed
by the OCA from 1983 through January 1994 in increasingly responsible positions. From
1990 until | left the OCA, | was one of two senior attorneysin that office. Among my
other responsibilitiesin that position, | had amajor role in setting the office’ s policy
positions on water and electric matters. In addition, | was responsible for supervising the
technical staff of the office. | also testified as an expert witness for the OCA on rate
design, cost of serviceissues, and policy matters.

Throughout my career, | developed substantial expertise in matters relating to the
economic regulation of public utilities. | have published articles, contributed to books,
written speeches, and delivered numerous presentations relating to regulatory issues. |
have attended numerous continuing education courses involving the utility industry. 1
also have participated as afaculty member in utility-related educational programs for the
Institute for Public Utilities at Michigan State University, the American Water Works
Association, and the Pennsylvania Bar Institute. My complete curriculum vitaeis

provided as Appendix A.

Do you have any experiencethat is particularly relevant to theissuesin this case?
Yes, | do. Over theyears, | have testified concerning numerous types of regulatory

policy issues before utility commissions and legislative committees. Obviously, before
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thisyear, | did not have experience recommending an appropriate regulatory response
during a global pandemic, but | believe my more than 35 years of experience in utility
regulation can provide some useful insights and recommendations. Recently, | submitted
testimony on the sametopic in five other rate proceedings.

In addition, | have testified for many yearsin previous PAWC proceedings
concerning COSS, rate design, and tariff issues. | have considerable experiencein the
field of COSS and rate design, particularly for water utilities. | have testified as an expert
witness on cost-of-service studies, rate design, and other tariff issues in dozens of water
and wastewater utility rate cases, aswell as similar issuesin numerous energy utility rate
cases. | aso have worked as a consultant to local government entities on rate design
issues — both to assist government-owned utilities in designing rates and to help
government agencies obtain reasonable rates from their utility. | also served on the
editorial committee for the preparation of the major rate design manual for the water
utility industry, AWWA'’s Manual M1: Principles of Water Rates, Fees, and Charges
(“M1 Manua”). My work on the M1 Manual was for the fifth edition, published in 2000.

The Manual isnow in its seventh edition, published in 2017.

Do you have any other preliminary mattersto address?

Y es, there are two matters | would like to discuss about the focus of my testimony and
some of the terminology used. First, my testimony deals with regulatory policy issues.
Given the nature of public utility regulation, much of the public policy inthisfield is
contained in decisions by regulatory agencies and courts; or in statutes, ordinances, or

regulations. | may be citing or referring to these types of sources. This should not be
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taken as alegal opinion (though I am qualified to provide expert testimony as a
regulatory attorney in Pennsylvania), but rather as sources supporting my expert opinion
concerning appropriate public policy and regulatory practice.

Second, | want to make clear at the outset that my testimony and analysis are
based on PAWC' s proposed revenue requirement for the fully projected future test year
(“FPFTY™), which is calendar year 2021. To simplify my testimony, and in light of my
discussion about the appropriateness of a multi-year rate plan (“MYRP”) at thistime, my
testimony will not specifically discuss the COSS, revenue alocation, or rate design for
2022. Any adjustments or methodologies | propose for the FPFTY would apply equally
to 2022 if the Commission decides to consider aMY RP in this case.

Focusing on one test year at the utility’s proposed revenue requirement is standard
practice for COSS, class revenue allocation, and rate design because it allows different
parties recommendations to be compared on an “ apples-to-apples’ basis. This should not
be taken, however, as an endorsement of the Company’s proposed revenue requirements.

Indeed, there are other OCA witnesses who discuss the accuracy of those proposals.

Summary

Please summarize your conclusions and recommendations.

| summarize my conclusions and recommendations as follows:

e Asaconsequence of the pandemic devastating the health and economy of
the Commonwealth and the world, the Commission cannot rely on many
of the assumptions made in PAWC’ sfiling. It also would not be just or
reasonabl e to impose a rate increase on customers at this time.
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| recommend that the Commission either reduce rates (as recommended by
OCA'’ s other witnesses) or at a minimum deny any rate increase to PAWC
in this case.

| recommend the Commission reject PAWC’ srequest for amultiyear rate
plan at thistime. The Commission should determine base rates for water
and wastewater service in this case that will remain in effect until the
conclusion of the Company’ s next base rate proceeding.

| have corrected two minor errorsin the water cost-of-service study
(“COSS") and made three other adjustmentsin that study. Theresultisa
reduction in the cost of serving the Residential class of approximately
$815,000.

| strongly recommend that the Commission order PAWC to develop a
stormwater fee to collect stormwater-related costs in the three rate zones
with combined sewer systems (“CSS”) (Scranton, McKeesport, and
Kane).

Given the inability to develop defensible stormwater ratesin this case, and
the Company’ s improper commingling of stormwater and sanitary sewage
costsin its COSS, | propose that existing rates in the CSS rate zones
should be increased by an equal percentage (an “across the board”
increase).

| recommend the Commission implement the increases proposed by
PAWC in each of the Section 1329 wastewater rate areas, but not the
proposed rate reduction in Sadsbury.

| recommend the Commission reject the proposed Regionalization and
Consolidation Surcharge as being contrary to the public interest and
neither just nor reasonable.

| recommend the Commission permit a limited subsidy from Rate Zone 1
water customers to be paid to each Section 1329 rate area, but that the
subsidy should not compensate the Company for the full return on the
purchase price increment it paid over the net original cost of the property.

| support the Company’s proposal to charge the same water Zone 1
customer charges for Residential customers with meters ranging from 5/8-
inchesto 1-1/2 inchesin diameter. | also agree that a Residential customer
charge (for 5/8-inch to 1-1/2-inch meters) of $18.00 per month is
reasonabl e under the Company’ s proposed revenue requirement for the
FPFTY.
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Q.

A.

For water Zone 5 (Steelton), | would have Residential customers with
meters from 5/8-inches to 1-1/2 inches pay the same customer charge, but
that charge would be $14.58 per month. As part of that change in Steelton,
| would eliminate the minimum usage allowance for Residential customers
with meters larger than 5/8-inches, and reduce the minimum allowance for
Residential 5/8-inch meter customersto 1,000 gallons per month. |
propose that all Residential consumption above any minimum allowance
in water Zone 5 should pay arate of $1.000 per 100 gallons.

| support the Company’s proposal to reduce the customer charges and
eliminate the minimum usage allowances in water Zone 4 (Turbotville).

| recommend that rates in wastewater Zone 3 (Scranton Area) should be
increased by approximately 20%.

| recommend the wastewater Zone 4 (Koppel) Residential customer
charge should be decreased to $24.00 per month (a 20% reduction) and the
Residential volumetric charge should be increased by 50% to $0.9750.

In wastewater Zone 6 (McKeesport), | agree with setting the Port Vue
customer charge equal to the wastewater Zone 1 customer charge of
$11.00 per month (or $33.00 per quarter) and eliminating the minimum
usage allowance. The volumetric charge for Port Vue customers,
however, should be limited to a 40% increase, or $1.393 per 100 gallons.

If the Commission reduces the revenue requirement in rate zones that are
being subsidized by water Zone 1 customers, then the change from the
Company’s FPFTY revenue requirement should be used first to reduce the
water Zone 1 subsidy in proportion to the subsidy paid by each customer
class under PAWC' s proposal for the FPFTY. Any remaining reduction
would be applied proportionally to the rates in the particular rate zone.

Any change in the water Zone 1 revenue requirement should be spread
among the customer classes in proportion to each class's cost of service
under my COSS.

Purpose of this Case

What isyour understanding of the purpose of this proceeding?

for PAWC under Chapter 13, and other provisions, of the Public Utility Code.

As | understand it, the purpose of this case isto determine the “just and reasonable” rates
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Q.

In your morethan 35 years of experience with utility rate-setting, arethere
standardsor criteria used to determinewhether arateis*just and reasonable’?
Yes. There are thousands of administrative and judicial decisions throughout the United
States that interpret the phrase “just and reasonable” asit relates to utility rates. Without
going into all of the nuances and jurisdictional differences that arise from those decisions,
and without providing alegal opinion, I will provide my general understanding of how
that phraseis used in the field of public utility ratemaking.

In general, we regulate the rates (and other terms of service) of public utilities
because they are natural monopolies, meaning that it would be economically inefficient
(more expensive) to have competing enterprises provide the service. It is often stated that
regulation is a substitute for competitive market forces. At itscore, regulationis
designed to protect utility consumers from what otherwise would be the unfettered power
of amonopoly to set prices and the conditions of service. In protecting consumers,
however, regulators cannot confiscate the property of the utility’ sinvestors. That is,
regulators cannot tilt the scale so far in favor of consumers (for example by providing
free service) that the utility’ sinvestors are deprived of an opportunity to earn a
reasonable return on their investment.

Importantly, though, regulation is not designed to insulate the utility or its
investors from normal market forces, technologica improvements, or general economic
conditions. If market forces (such as technological change) result in significant
reductions in the demand for service, then the utility may not be able to recover its costs.

That isnot afailure of regulation, but anatural evolution of the market -- businesses fail
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if they cannot keep up with changes in consumers' preferences or respond to
technological innovations.

Similarly, if economic conditions change such that rates become unaffordable to
many customers, rates may need to be reduced in order to remain “just and reasonable”

from the perspective of customers.

Isthereageneral framework in which to evaluate whether arateisjust and
reasonable?

Y es, regulators, analysts, and courts often speak of a*“zone of reasonableness.” In setting
rates, regul ators should attempt to balance the interests of al relevant sectors of the
public. Thisincludesthe utility’sinvestors, the utility’s officers and employees, the
customers (recognizing that different customer classes also have different interests), and
local governments whose residents are served by the utility. Ideally, rates should be set
within a*zone of reasonableness’ which represents arange within which all of the
relevant interests intersect. To help explain the concept, | have provided Figure 1 which
illustrates this zone of reasonableness as a simplified diagram, showing only consumers

as awhole and investors.
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Zone of Reasonableness

Consumers Investors

Low Rates High Rates

Figure 1. Traditional Zone of Reasonableness

In this example, which illustrates the situation in which rate regulators usually
find themselves, there is an overlap between the interests of consumers and investors.
That is, there is arange of rates that consumers are willing and able to pay (ranging from
zero at the low end to arate which is so high that they can no longer afford utility
service) and arange of rates which will provide investors with what they consider to be a
reasonabl e return on their investment (presumably ranging from something more than the
risk-free rate of return up to areturn well above that which the market provides to
similar-risk investments). In thisillustration, these two ranges overlap. This providesthe
regulator with arange within which it can set rates that still meet the needs of both
consumers and investors. The size and relative position of the range may change, but we
are used to having at least a partial convergence of these ranges.

It is possible, however, that the interests of investors and consumers might

diverge. Thisdivergenceisillustrated in Figure 2.
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No Zone of Reasonableness

Consumers Investors

-
Low Rates High Rates

Figure 2. Divergent Interests: A Null Zone of Reasonableness

For example, if autility is providing poor service (or a service which is becoming
obsolete), the highest price which consumers are willing to pay may be very small,
thereby falling below the low end of the investors' range. Similarly, if interest rates or
the levels of investment become very high, investors' minimum return requirements may
become so high asto fall above the range of rates which consumers can afford to pay.
When this happens, the rate regulators may have to set rates which fall outside of the
normal zone of reasonableness, but which still attempt to fairly balance the interests of all
parties to the extent possible.

It al'so must be remembered that while these concepts can be easily illustrated
using circles on adiagram, the real world isnot so simple. Thereisno bright line
delineating any of theseinterests. The regulator isforced to discern the relative interests

of the parties from the arguments and evidence which are placed on the record.
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Q.

Areyou saying that the Commission should not set rates outside the zone of
reasonableness?

No, | am not saying that. In fact, in certain instances it may be impossible for the
Commission to simultaneously satisfy all aspects of the public interest. As| view the
role of rate regulators, they must act within the broad public interest. Sometimes, that
may mean setting rates which fail to meet the needs of a certain segment of the public. |
believe, however, that whenever it sets rates, the Commission must attempt to determine

whose needs are being met and whose are not.

Isn’t that usually donein thetraditional ratemaking process?

Unfortunately, it isnot usually done. In most cases, theinvestors' interest becomes a
central focus of the case, by attempting to determine the return on capital which investors
require in order to continue to invest money in the utility. Thisisusually examined in
great detail, with each side spending thousands of dollars on attorneys and expert
witnesses skilled in the presentation of this subject. Very rarely, though, do regulators or

parties place as much emphasis on attempting to define the consumers’ interest.

Determining “Just and Reasonable” Ratesat thisTime
You havetestified on numerous occasions befor e this Commission. Do you always go
into such detail about “just and reasonabl€e’ rates or the“ zone of reasonableness’ ?
No. Asbest as| can recall, prior to this year, the only time | raised these issues in such
detail before this Commission wasin 1993 in arate case involving Colony Water
Company, Docket No. R-00922375. As | remember it, that utility was proposing

extremely high rates that would be unaffordable for many of its customers. |
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recommended a ratemaking approach that would have set rates based on the rates charged
by that small utility’s water supplier, even though the rates would be below the traditional

revenue requirement calculation for the utility.

Why areyou raising these concernsin this case?

The Company filed this case on April 29, 2020, when its service area -- indeed the entire
world -- was being devastated with the worst pandemic in acentury. While | understand
that it takes months to prepare arate filing, and that PAWC prepared this case assuming
“business as usual,” there was nothing that compelled it to actually filethe case. To state
the obvious, life and business in the Company’ s service territory are now anything but
normal.

In particular, | am very concerned about the impact that significant rate increases
would have on PAWC's customers at thistime. To be blunt, thisis not the time to
impose higher costs on either people or businesses.

If regulation is supposed to be a substitute for market forces, then we must
recognize that, except for those commaodities experiencing significant imbal ances of
supply and demand due to the pandemic, competitive businesses cannot sustainably raise
prices when their customers’ incomes have decreased significantly. We're seeing supply
gluts of necessities such as gasoline, certain types of food, skyrocketing unemployment,
and a significant reduction in hours for many people who are still employed. Simply
stated, what may have been a*just and reasonable” rate earlier thisyear may be

unreasonabl e today .
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The Pandemic’s Impact on People
Q. Can you be mor e specific about the impacts of the pandemic on peoplein the

Company’s service area and throughout Pennsylvania?

A. Yes, | can be more specific to some extent. Data on new statewide unemployment claims

are released each week, but county-level data are released only monthly. Figure 3 shows

the devastating effect the pandemic has had on unemployment in the Commonwealth.

Figure 3. Initial Unemployment Claims in Pennsylvania:
Weeks Ending March 7 to August 15, 2020

The huge spike in unemployment claims during the weeks ending March 21 and March
28 coincides with the entry of the Governor’s order of March 19 closing al dine-in
restaurants on that date and all non-life-sustaining businesses on March 21. To put these

figures in perspective, according to the U.S. Census Bureau, Pennsylvania had a
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workforce of approximately 6,576,000 peoplein 2018.% In the past five months, 2.4
million Pennsylvanians have filed initial unemployment claims -- more than 37% of

Pennsylvania s workforce.

Can you quantify the pandemic’simpact on employment in the Company’s service
territory?

County-level unemployment data are published monthly in Pennsylvania. Asl am
preparing this testimony, the most recent information was published on September 1.
The data are labeled for the month of July, but they are collected during the second week

of each month.

Can you estimate the effects on employment in the counties PAWC serves?

Y es. Figure 4 shows the counties served (in whole or in part) by the Company and their
unemployment rates as of mid-July. The rates range from 8.8% in Centre County to
17.4% in Monroe County. The underlying data for this and the other county-level figures

| discuss are provided in Schedule SIR-1.

1 U.S. Census Bureau, 2018 American Community Survey, Table S2301: Employment Status.
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Figure 4. Unemployment Ratein Counties Served
by PAWC, as of mid-July 2020 (seasonally adjusted)

Q. Generally, what effect hasthe pandemic had on families finances?
The Federal Reserve System is attempting to measure the effects of the pandemic on
household finances. On May 14, 2020, the Federal Reserve System released its annual
report on the economic well-being of households.? Most of the report is based on surveys
conducted during 2019, but a supplemental survey was conducted in the first week of
April 2020 to assess the impacts of the pandemic on household finances. | am attaching
as Schedule SJR-2, the cover page and the portion of the report dealing with the April

2020 supplemental survey (pages 53-56 of the report).

2 Board of Governors of the Federal Reserve System, Report on the Economic Well-Being of U.S. Householdsin
2019, Featuring Supplemental Data from April 2020 (May 2020),
https://www.federalreserve.gov/publications/files/2019-report-economic-well-bei ng-us-househol ds-202005. pdf .
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The survey found that “20 percent of people who had been working in February
reported that they lost ajob or were furloughed in March or the beginning of April
2020.”2 Among lower-income households, however, the impact was even more severe.
The report states: “ Thirty-nine percent of people working in February with a household
income bel ow $40,000 reported ajob lossin March.”* Further, approximately 9 percent
of people who were still working had their hours reduced or were required to take unpaid
leave.®

Overal, “23 percent of adults said their income in March was lower than in
February.”® Of those who lost their job or had their hours reduced, only 64% said they
would be ableto pay al of their billsin full during April.” That is, more than one-third of
the families that suffered alossin income during March will not be able to pay al of their
bills the following month.

Data for Pennsylvania show an even more serious result. The U.S. Census
Bureau conducted special weekly surveys of households from April 23 to July 21, known
as the Household Pulse Survey. In the first week, 46.9% of Pennsylvania households
reported aloss of at least some employment income since March 13. By thefinal
(twelfth) week of the survey (the week ending July 21), that had risen to about 48% of

households, as shown in Figure 5.2

3 Schedule SIR-2, p. 2.

“1d.

51d. The report states that 6% of all adults had their hours reduced. Given the number of al adultsin the workforce,
this would equate to approximately 9% of working adults.

51d., p. 3.

71d., pp. 3-4.

8 U.S. Census Bureau, Household Pulse Survey, https://www.census.gov/data-tool s'demo/hhp/#/table.
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Figure 5. Percentage of Pennsylvania Households Experiencing
Lossin Employment Income Since March 13 (week 1 begins April 23)

Doesthe Census Bureau’s Household Pulse Survey contain other information that
helpsto define the scope of the pandemic’simpactsin Pennsylvania?
Yes. Inaddition to asking about income loss during the pandemic, the Census survey
also asks about expected income loss during the next four weeks. The resultsin Schedule
SJR-3 were collected during the week ending July 21, so the next four weeks cover the
remainder of July and the first two or three weeks of August. Approximately 29% of
Pennsylvania s workforce expected to suffer an additional income loss during that four-
week period.

| also find it noteworthy that the lower a household’ sincome, the greater the

impact of the pandemic on income loss. Similarly, households headed by a person who
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the Census Bureau classifies as Black or Hispanic are much more likely to have
experienced an income loss -- and to expect additional income loss into mid-August --

than are households headed by a personal classified as White, Non-Hispanic.

With such a significant loss of income, how are Pennsylvanians paying their bills?
The Census Bureau’ s Household Pulse Survey began asking exactly that question in
week 7 of the survey; specifically, asking how households that |ost some of their
employment income paid their billsin the past seven days. In Schedule SIJR-4, | show
the results for the final week of the survey, the week ending July 21. People were able to
report multiple sources of fundsto pay their bills. Only 60% of Pennsylvanians who lost
income said they used their normal source of income to pay billsin the previous week.
About 26% cited unemployment benefits and 27% referred to the CARES Act stimulus
payments. More people, however, relied on credit card debt or loans (including loans
from family or friends) (40%) or money from savings or asset sales (35%) than relied on

short-term government benefits.

Q. Are people concerned about being able to afford their utility billsduring thistime?
Yes. A recent survey conducted by the Electric Power Research Ingtitute (“EPRI”) found
that about two-thirds of people who lost their jobs during the pandemic are concerned
about being able to pay their energy bills.® Moreover, more than 20% of survey

respondents reported that their energy bills were higher because of the pandemic.°

9 Omar Siddiqui and Min Long, Impact of COVID-19 on Consumer Energy Use & Outlook: Results of EPRI
National Survey (April 29, 2020), http://mydocs.epri.com/Docs/public/covid19/COVID-19 survey report.pdf, a
copy of which is attached as Schedule SJR-5. The referenced question is on page 4 of Schedule SIR-5.

10 schedule SIR-5, p. 3.
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Interestingly, the survey also found that more than 25% of people who lost their jobs are
planning to skip at least one utility bill payment,** but a much lower percentage were

planning to contact their utilities for assistance.'?

The Pandemic’s Impact on Small Businesses
Q. Arethereany indicators of the condition of Pennsylvania’s economy as a result of

the pandemic?

A. Yes. A recently initiated small-business survey by the U.S. Census Bureau provides

insights into the condition of small businesses in Pennsylvania. The Census Bureau
estimates that, as of the week ending May 2, 31.6% of small businessesin Pennsylvania
said they would not return to normal operations for more than six months and 6.6% of the
Commonwealth’s small businesses expected to never return to their pre-pandemic level

of operations.’* By the week ending August 22, the small-business outlook was
considerably worse with 58% of businesses selecting these two categories. | show the

trend over the survey’s 11 weeks graphically in Figure 6.14

X Schedule SIR-5, p. 7.

12 Schedule SIR-5, p. 12 (15% of those who lost their jobs said they planned to contact the utility about alternate rate
plans or other waysto lower their hills).

13 U.S. Census Bureau, Small Business Pulse Survey, https:.//www.census.gov/data/experimental -data-
products/small-business-pul se-survey.html.

14 The Census Bureau did not conduct the Small Business Pulse Survey between June 27 and August 9.
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Figure 6. Percentage of Small Businessesin Pennsylvania Expecting it to Take at Least Six
Monthsto Return to Usual Level of Operations (April 26 to August 22, 2020)

Q. Hasthere been an overall assessment of the pandemic’s effects on Pennsylvania’s
economy?
A. Yes. Each month, the Federal Reserve Bank calculates a* coincident index” for each

state and the country asawhole. The index is described as follows: “The coincident
indexes combine four state-level indicators to summarize current economic conditionsin
asingle statistic. The four state-level variables in each coincident index are nonfarm
payroll employment, average hours worked in manufacturing by production workers, the

unemployment rate, and wage and salary disbursements plus proprietors income deflated
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1 by the consumer price index (U.S. city average).”*® Theindex is set so that the level of
2 economic activity in 2007 is equal to 100.
3 Between January and April, Pennsylvania s coincident index plunged from
4 122.56 to 97.43, adecline of more than 20%. Theindex recovered to 103.27 in May but
5 dropped back to 102.50 in July, which is still 16% below the pre-pandemic level of
6 economic activity. Indeed, Figure 7 shows that Pennsylvania s level of economic activity
7 in April was the lowest it had been in a decade.
140.00
120.00
100.00 //_—\I‘
80.00
60.00
40.00
20.00
O.OOOOOHHNNNmmqqmmmwm,\,\'\wwmmoo
9 Figure 7. Federal Reserve Bank Coincident I ndex
10 (Measure of Economic Activity) in Pennsylvania January 2010 to July 2020
11

15 https://www.philadel phi af ed.org/research-and-data/regi onal -economy/indexes/coincident
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Regulatory Response
How doesthis affect the decisions the Commission must make in this case?
Faced with this unprecedented public health and economic crisis, | respectfully submit
that the Commission cannot treat this case as “business as usual.” Almost no other
businessin PAWC' s service areais conducting business as usual; residential consumers
are using the Company’s services differently than they do during normal circumstances
(few if any people are usually at home 24 hours per day, 7 days aweek, preparing every
meal at home, and so on).

Respectfully, the Commission cannot focus on PAWC' s historic costs, or on cost
projections prepared before the pandemic, and assume that the resulting rates will be “just
and reasonable.” The Commission must focus on what rates are reasonabl e for

consumers to pay under these extraordinary conditions.

Areyou awar e of any regulatory precedentsthat discussratemaking during a
pandemic or other severe economic downturn?
While the research is difficult (especially with most libraries closed), there is some
precedent from regulatory commissions during the last nationwide pandemic, the
influenza pandemic in 1918 and 1919. From these early days of utility regulation in this
country, it was recognized that circumstances in the economy (including disease
outbreaks) could affect utilities in the same way that other businesses were affected.
When that occurred, regulation would not protect utilities from the adverse consequences.
| have not conducted exhaustive research, but | did locate a case decided by the

Supreme Judicial Court of Massachusetts in 1919 where the owner of a streetcar service



10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

Direct Testimony of Scott J. Rubin, Pa. Public Utility Commission Docket Nos. R-2020-3019369, et al. Page 23

challenged a public service commission ratemaking order.’® Among the challenges faced
by the business in 1918 were increases in the cost of raw materials (presumably due to
the war effort), reduction in ridership, and “the wide preval ence of the epidemic known
asinfluenza, afactor seriously affecting receipts during October and November, 1918.”
The Massachusetts court cited with approval afedera appellate decision that held

as follows:

To be just and reasonable, within the meaning of the constitutional
guaranty, the rates must be prescribed with reasonable regard for the cost
to the carrier of the service rendered and for the value of the property
employed therein; but this does not mean that regard is to be had only for
the interests of the carrier, or that the rates must necessarily be such asto
render its business profitable, for reasonable regard must also be had for
the value of the service to the public. And where the cost to the carrier is
not kept within reasonable limits, or where for any reasons its business
cannot reasonably be so conducted as to render it profitable the misfortune
must fall upon the carrier, as would be the case if it were engaged in any
other line of business.*®

The court went on to uphold the regulatory commission’ s ratesetting order that
was not expected to result in the utility earning a profit. The court reasoned that “the
times are recognized as abnormal,” but that did not deprive the commission of its
regulatory responsibility to “exercise its judgment for the protection of the public
interests when it does not reduce substantially the revenue proposed to be exacted from
the public by the owners of the public utility.”*® The court also emphasized that the rates

were “likely to be impermanent and experimental.” %

16 Donham v. Public Service Commission, 232 Mass. 309, 122 N.E. 397 (1919).

71d., 232 Mass. at 315, 122 N.E. at 400.

181d., 232 Mass. at 317, 122 N.E. at 401 (emphases added; quoting from Missouri, Kansas & Topeka Railway Co. v.
Interstate Commerce Commission, 164 Fed. 645 (1908)).

¥1d., 232 Mass. at 326, 122 N.E. at 405.

21d.
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In other words, the idea that ratemaking must adapt to extraordinary conditionsis
neither new nor novel. A century ago during another serious pandemic, regulators
adapted, took actions that provided relief to the public, and did not inflict long-term harm

on the utility.

Areyou awar e of any Pennsylvania regulatory actions during a severe economic

downturn?

Y es, in another rate case pending before the Commission, a consultant for the utility

made me aware of a 1934 resolution by the Pennsylvania Public Service Commission

(“PSC”) that strongly encouraged utilities to reset their rates using a 6% rate of return.?
The PSC’s 1934 resolution isreferred to in a published history of the Philadelphia

Electric Company as follows:
In 1934, the [Public Service] Commission limited the return allowable to
utilitiesto six percent (it had been seven per cent), and between January 1,
1933, and June 30, 1936, it obtained rate reductions totaling $15,000,000
from Pennsylvania operating companies. ... [The Philadelphia Electric]
Company lowered its rates substantially in 1933, 1934, 1935, and 1936.%
Thus, it appears that this Commission’ s predecessor lowered rates substantially during

the Great Depression based (at least in part) on prevailing economic conditions, as stated

in the 1934 resol ution.

21 Re Utility Rates During Economic Emergency, 3 P.U.R. NS 123 (Pa. P.S.C. 1934).
22 Nicholas B. Wainwright, History of the Philadel phia Electric Company: 1881-1961 (Philadelphia, PA 1961),
p. 246.
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Q.

How areother utilitiesand regulators addressing these unprecedented
circumstances?

| have not conducted exhaustive research to try to identify every regulatory and utility
response to ratesetting during the pandemic. | can, however, provide afew examples.

Hydro One, alarge electric utility in Ontario, Canada, temporarily modified its
rate structure to eliminate peak-period pricing, recognizing that people are at home 24-
hours per day and cannot avoid peak-period usage. The utility estimates thiswill reduce
atypical customer’s bills by more than 14%.%3

The Halifax (Nova Scotia) Regional Water Commission withdrew its request to
increase water rates. It also delayed and significantly reduced its proposed increasein
wastewater rates.*

Utilities throughout the United States also are deferring rate increases or
implementing rate reductions during this period. These actions provide some relief to
customers who are facing a horrible confluence of events. an increase in home utility bills
(asthey are home essentially 24 hours per day, 7 days per week) coupled with declinesin
income. A few examples are summarized as follows:

e Dominion Energy in South Carolinais pushing back the effective date for
itsrate increase to March 1, 2021, instead of January 1, 2021.%°

2 https.//www.hydroone.com/about/corporate-information/rate-relief.
% In the Matter of an Application by Halifax Regional Water Commission, Decision No. 2020 NSUARB 113 (Aug.

27, 2020). https://nsuarb.novascotia.ca/sites/default/files/M 09589%20-%20B oard%20Deci sion. pdf

2 Dominion Energy wants rate increase pushed back, trying to help customers during pandemic, NBC - 2 WCBD

(Charleston, South Carolina), April 2, 2020; see letter filed by Dominion with the South Carolina Public Service
Commission at https://dms.psc.sc.gov/Attachments/M atter/eb126¢cd9-681V -47de-8b7d-775984d3a4e5.
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e Minnesota Power significantly reduced its requested rate increase and is
refunding more than $12 million to customers to help aleviate pandemic-
related financial concerns.?

e CaliforniaWater Service Co. iseliminating al scheduled rate increases
during 2020.%°

e Chelan County (Washington) Public Utility District is postponing
previously approved increases in electric, water, and wastewater rates by
six months to provide customers some relief during the pandemic.?

e TheCity of Austin (Texas) reduced its electricity rates by about 4%,
eliminated the residential price increment for usage in excess of 1,000
kilowatt-hours per month, and reduced rates for residential water and
wastewater consumption by 10%.%°

e PEPCO, the eectric utility serving the District of Columbia and
surrounding areas, announced on June 1% that it would forego a $25
million rate increase scheduled for thisyear in D.C., make a sharehol der
donation to its low-income assistance fund, and take other actions to assist
customers during the pandemic.*

e A report by Moody’s Investors Service expects similar delays in numerous
electric, gas, and water utility rate proceedings throughout the U.S. asa
way of providing some relief to consumers during the pandemic.®

e Most recently, Philadel phia Water Department withdrew its pending
request for increases in water, wastewater, and stormwater rates that
would have become effective in September 2020 and September 2021. In
aJune 2020 filing, the utility cited “the on-going pandemic and the
uncertainty over the anticipated duration of continuing emergency
measures.” %2

2 Minnesota Power Proposes Plan to Resolve Rate Request in Response to Economic Challenges of COVID-19;
Customers will receive refund on bills and lower rates under proposal to state regulators, Business Wire, April 23,
2020.

27 Utility; Cal Water requests adelay in rate changes, Oroville Mercury Register (California), April 30, 2020.

2 Chelan PUD delays rate increase by 6 months, S& P Global Market I ntelligence,
https://www.spglobal.com/marketintelligence/en/news-insights/l atest-news-headlines/chel an-pud-del ays-rate-
increase-by-6-months-58041707.

2 https.//austinenergy .com/ae/rates/resi denti al -rates/residenti al -el ectric-rates-and-line-items.

30 PEPCO press release, PEPCO Proposes to Freeze DC Customer Energy Delivery Rates Until 2022,
https://www.pepco.com/News/Pages/PepcoProposestoFreezeD CCustomerEnergyDeliveryRatesUntil 2022andA ssist
CustomerswithPandemicEconomicRecovery.aspx.

31 Moody’ s Investors Service, Coronavirus outbreak delays rate cases, but regulatory support remainsintact, April 6,
2020, https://www.eenews.net/assets/2020/04/09/document_ew_04.pdf.

32 https.//www.phila.gov/departments/water-sewer-storm-water-rate-board/rate-proceedings/2020-rate-proceeding/.
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Q.

What do you recommend?

| strongly recommend that the Commission either reduce rates (as recommended by
OCA'’ s other witnesses) or at a minimum deny any rate increase to the Company in this
case. PAWC s projections for the FPFTY cannot be relied upon to make reasonable
findings or conclusions about its level of revenues, expenses, or any of the other elements
that enter into the ratemaking calculus.

Moreover, now is not the time to impose additional, unavoidable costs on
consumers. Residential customers are experiencing unprecedented levels of
unemployment and other economic dislocation (such as reduced hours of work), while
many are battling the COVID-19 infection. Businesses of all sizes, aswell aslocal
governments, schools, universities, and nonprofit organizations are struggling to remain
viable. | expect many will not be able to survive or, if they do, it might take them months
or years to return to pre-pandemic levels of operations.

To put al of thisin terms of utility ratemaking: it would be neither just nor
reasonabl e for the Company to increase its rates at thistime. The Commission should
deny PAWC' srequest inits entirety and keep PAWC' s existing rates (and all other tariff

provisions) in effect.

Other than theinformation you provided above, isthere any other information that
lends support to your recommendation?

Yes. The Company’sfiling is based on datafor the utility under normal conditions. In
the historic test year (twelve months ending December 31, 2019), under its existing rates,

PAWC had per books net income of $173.9 million for water operations (excluding
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Steelton).® This provided the Company with areturn on common equity of at |east

8.69%.%

How does your recommendation compar e to the recommendation developed by the
OCA'’sother experts, assuming we were not in the midst of a pandemic?
Those withesses' testimonies and exhibits will speak for themselves, but | can provide
my basic understanding of their in-depth analyses of PAWC’ s operations. Asl|
understand it, the OCA’ s experts have concluded that PAWC'’ s existing rates should be
reduced. | also would note that this assumes none of PAWC's costs or revenues are
affected by the pandemic or the ongoing economic fallout from the past few months.

| would emphasize that we are not living under normal conditions. Businesses,
small and large, throughout Pennsylvania are facing the very real prospect of not being
ableto pay their out-of-pocket expenses and laying off most or all of their workforce.
They are facing negative returns on their investments. That is the real-world competitive
market that regulation is trying to mirror.

| am not suggesting that the Company should have rates that are inadequate to
ensure the provision of safe and reliable serviceto its customers. My recommendation
allows PAWC to continue operations, recover all of its expenses, and earn a profit. Most
Pennsylvania businesses would be absolutely thrilled if they could pay al their bills
(including various increases in expenses that may or may not occur next year), make al

of their debt payments, and still have enough Ieft over to earn a profit on their equity

3 PAWC Exh. 3-A, p. 1.
31d., p. 70.
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investment. Most Pennsylvania businesses would find that result absolutely amazing at
thistime. When compared to the economic devastation gripping its service territory, |
cannot find anything just or reasonable about increasing PAWC' s rates at thistime.

Moreover, it ismy opinion that the Commission cannot lend any credence to
PAWC' s projections for the FPFTY. That appliesto essentially every aspect of the
Company’ s projections. Since March, interest rates have dropped to near zero;* oil
prices have plunged;*® and consumer prices have barely changed.3” No one can say how
much water PAWC will sell and to which customer classes. How many restaurants will
be open? How many children will be in school remotely thisfall? How many colleges
and universities will be able to stay open this semester?

Based on al of these factors, | conclude that the Commission cannot have any
confidence in the projections made by PAWC for the FPFTY ; thereis ssmply too much
uncertainty. It would be neither just nor reasonable to set rates based on the assumptions
the Company made when it filed this casein late April. Virtualy every assumption is
changing as aresult of the pandemic. As aconsequence, itismy opinionthatitis
reasonable -- | would go so far asto say required -- for the Commission to reject

PAWC' sreguest to increase its rates. The Commission cannot have any certainty about

% Board of Governors of the Federal Reserve System, Policy Tools (interest rates were decreased to the range of 0%
to 0.25% on March 16, 2020), https://www.federalreserve.gov/monetarypolicy/openmarket.htm.

36 U.S. Department of Energy, Energy |nformation Administration, Petroleum and Other Liquids (the price of a
standard crude oil contract fell from $53.14 on January 27 to $42.62 on August 24),
https.//www.eia.gov/dnav/pet/hist/RCLC1D.htm.

$7'U.S. Bureau of Labor Statistics, Consumer Price Index (the CPI fell 0.4% in March, 0.8% in April, and another
0.1% in May), https://data.bls.gov/timeseries/ CUSRO000SA0& output_view=pct_1mth. The consumer price level in
July was just 1% higher than it wasin July 2019. Bureau of Labor Statistics, U.S. Department of Labor, The
Economics Daily, Consumer prices increase 1.0 percent in the 12 months ending July 2020,
https://www.bls.gov/opub/ted/2020/consumer-prices-increase- 1-point-0-percent-in-the-12-months-ending-july-
2020.htm (visited August 27, 2020)..
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the appropriate, ongoing level of expenses, interest rates, consumption patterns, and the

numerous other factors that affect the determination of an appropriate level of rates.

Q. If the economic situation wor sens significantly and cash flow becomes a concern for

the Company, arethere other actionsit could take?

A. Y es, one obvious way to preserve cash isto defer construction projects that are not

needed to ensure the current provision of safe and reliable service to existing customers.
For example, growth-related projects or system rehabilitation activities that are longer-
term in nature (that is, projects that are not needed to ensure current levels of service
within the next six to 12 months) could be delayed by several months to preserve cash, if

necessary.

In addition, | note that other large utilities have been taking advantage of the very
low cost of debt and issuing 10-year notes or bonds at historically low interest rates. For
example, | have seen headlines recently for agas utility in Arizonathat issued 10-year
debt at a2.2% interest rate® and an electric utility in the southern U.S. that issued 10-
year debt at a1.75% interest rate.3 (In contrast, PAWC’ s weighted cost of debt isin the
range of 4.5%.)*° Thistype of low-cost, long-term financing can help provide a utility
with the cash flow needed to keep its existing rates in effect through the pandemic

without suffering significant economic harm.

3 Fitch Rates Southwest Gas Corp’s $450MM Notes ‘A’ ; Outlook Stable,
https://www.fitchratings.com/research/corporate-finance/fitch-rates-southwest-gas-cor p-450mm-notes-a-outl ook-
stable-01-06-2020.

39 Southern Company Gas Capital Corporation, Series 2020A 1.750% Senior Notes due January 15, 2031,
https://www.sec.gov/Archivesedgar/data/1004155/000100415520000008/gas2020asrnotefinal prosup.htm.

40 PAWC Exh. 3-A, p. 70.
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I ntroduction of OCA’s Other Witnesses

If the Commission disagrees with you and decidesto determine PAWC’srevenue
requirement and rates asif we werenot in the midst of a pandemic, what do you
recommend?

The OCA is sponsoring the testimony of five other witnesses who will provide a more
traditional rate case presentation. In addition, the remainder of my testimony also
addresses traditional rate-case issues. If the Commission regjects my recommendation, |
would respectfully suggest that it carefully evaluate the proposals made by the OCA’s

other witnesses, and allocate any rate change equitably among all customers.

Who arethe OCA’s other expert witnesses?

Ralph Smith supports the OCA’ s traditional revenue requirements recommendations in
OCA Statement 2. Mr. Smith also discusses the reasons why PAWC cannot mest its
burden of proving the reasonableness of its FPFTY projectionsin light of al of the
changes caused by the pandemic.

In developing his recommendations, Mr. Smith relies on the rate of return analysis
presented by Aaron Rothschild in OCA Statement 3. Mr. Rothschild also discusses some
of the pandemic’s effects on capital markets and potential impacts on PAWC’ sfinancing
costs.

In OCA Statement 4, Roger Colton addresses the particular plight of the
Company’ s low-income customers during this time. He recommends changesin the
Company’ s bill discount programs, and related matters to help all PAWC customers

afford essential utility service.
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OCA Statement 5 contains the analyses and recommendations of Barbara
Alexander concerning customer-service issues, including various provisions of the
Company’ stariffs.

Finally, awater and wastewater engineer, Terry Fought, makes severa
recommendations about technical aspects of PAWC’ s water delivery and wastewater

collection systems. Histestimony is marked as OCA Statement 6.

Overview of this Case
Please provide your general understanding of PAWC’s proposed revenue increases
in this case.
PAWC has proposed to increase its revenues in January 2021 by $92.4 million (12.9%).4
In addition, the Company is proposing a second rate increase to be effective in January
2022 which would increase rates by an additional $46.2 million (5.8%) above the

proposed January 2021 level .42

Multiyear Rate Plan (“MYRP”)

You stated that PAWC’s proposalsin this caseincluderateincreasesin both
January 2021 and January 2022, which iscommonly referred to asa multiyear rate
plan (“MYRP”). Isthisan appropriate case for the Commission to consider a

MY RP?

No, itisnot. OCA witnesses Rothschild and Smith address various aspects of the

Company’s proposed MY RP and OCA witness Alexander provides customer service-

APAWC Statement of Reasons, p. 1.

2|4,
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related performance metricsif aMYRP is approved. In addition, based on my experience
with PAWC and in jurisdictions that use aform of aMY RP, there are three factors that
make a MY RP inappropriate for the Company at thistime.

First, as | discussed above, Pennsylvaniaisin the midst of the COVID-19
pandemic. The pandemic is affecting virtually every aspect of daily life, including the
way in which water and wastewater services are used and by whom. There is tremendous
uncertainty about how long this will last; whether government, people, businesses,
ingtitutions, and others throughout Pennsylvaniawill have the wherewithal to take the
actions necessary to control the spread of the virus; and how long it will take the
economy to recover. Asl explained, | have serious doubts about the reliability of
PAWC' s future test year projections. | have even more concerns about the reliability of
itsfully projected test year. With all of this uncertainty, thisis not an appropriate time to
project capital additions, expenses, sales, revenues, and capital costs two yearsinto the
future.

Second, the purpose of aMY RP isto delay the filing of the next rate case while
providing benefits for customers. Last year, the Commission issued a policy statement
that discusses the potential types of benefitsaMY RP or other aternative ratemaking
mechanism might provide.*® Asfar as| can tell, the Company did not discuss these
factorsin its testimony.

While there are always benefits and detriments to delaying arate case, in this

instance | do not believe it isin the public interest to delay PAWC' s next case. | reach

43 52 Pa. Code 8§ 69.3301-69.3302.
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this conclusion based primarily on the fourth factor listed in the policy statement: “How
the ratemaking mechanism and rate design limit or eliminate interclass and intraclass cost
shifting.”#* | am particularly concerned about the Company’ s failure to propose a
separate rate for stormwater service in three service areas that have combined sewer
systems (that is, systems that transport sanitary sewage and stormwater through the same
pipes): Kane, McKeesport, and Scranton. As | discussin more detail below, it is neither
just nor reasonable for PAWC to not charge any stormwater-related costs to properties
that cause those costs to be incurred and to instead have al of those costs paid either
through sewer rates or by water customers. This inequity should not be perpetuated. To
the extent that aMY RP would delay the next rate case, it would have the effect of
delaying the implementation of separate stormwater rates that would relieve sewer and
water customers of some of this unreasonable burden.

Third, | have worked on rate cases in other jurisdictions that routinely use
MY RPs, such as New Hampshire and Connecticut. In my experience, rates for years
beyond the test year (often referred to as “rate years’) are based on specific anticipated
costs increases (such as contractual wage increases) or specific capital plans. Before the
start of each rate year, the utility will make afiling that documents its actual expenditures
for the pre-identified items and then calcul ates the rate year increase and rates. Future
rate levels are not set years in advance; rather a process is established that allows the
utility to update particular elements of its cost of service, and to prove that the increases

actually occurred, before implementing a future rate increase.

452 Pa. Code § 69.3302(a)(4).
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Q.

How doesthat compareto the process PAWC proposesin this case?

As | understand it, PAWC is proposing that the Commission determine today what its
revenue requirement will be for calendar year 2022, and that nothing can change that
determination. It will not matter if the Company actually installs the plant it projects,
whether costs increase or decrease, whether the Company takes advantage of historically
low interest rates to reduce its capital costs, or whether sales or anything el se changes
between now and 2022. In my experience, thisis not how MY RPswork -- no one's
forecasting abilities are good enough to project an entire revenue requirement two years
from now. Thisis especialy true when we have no idea how the pandemic and its
aftermath might affect water demand, commaodity prices, inflation, interest rates, or any

other component of the revenue requirement.

What do you recommend?

| recommend the Commission reject the Company’ s request for aMY RP at thistime.
The Commission should determine rates for water and wastewater servicein this case
that will remain in effect until the conclusion of PAWC' s next rate proceeding. As|
discuss below, that case should include separate revenue requirements and rate

calculations for stormwater service in McKeesport, Kane, and Scranton.

Review of Cost-of-Service Studies (“COSS”)

What isa COSS?
A COSSisan analysis that breaks down a utility’ s costs and investments into numerous
categories, known as functions and classifications. The classified costs are then allocated

among the utility’ s different classes of customers to estimate the cost of serving different



=

10

11

12

13

14

15

16

17

18

19

20

21

Direct Testimony of Scott J. Rubin, Pa. Public Utility Commission Docket Nos. R-2020-3019369, et al. Page 36

types of customers. Those cost relationships are then used as a guide in two additional
steps. (1) determining each class' s share of the utility’ s revenue requirement, and
(2) designing rates that reasonably reflect the reasons why costs are incurred to serve a

class of customers.

Did PAWC preparea COSSin thiscase?

Yes. The Company prepared multiple COSS. PAWC filed two water COSS: one for
Steelton (Rate Zone 5) (PAWC Exh. 12-B) and one covering all other water rate zones
(PAWC Exh. 12-A). Within each study there are separate schedules for the FPFTY and
the proposed second rate year (calendar year 2022).

For wastewater, the Company filed six separate studies, each with separate
schedules for the FPFTY and 2022. Studies are provided for Exeter (PAWC Exh. 12-D),
Sadsbury (PAWC Exh. 12-E), and sanitary sewer operations excluding Exeter and
Sadsbury (PAWC Exh. 12-C). The Company also provided separate studies for its three
wastewater areas that have combined sewer systems (“CSS”); that is, systems that
provide both sanitary sewage service and stormwater removal through a single network
of pipes. The CSS studies are for Scranton (PAWC Exh. 12-F), McKeesport (PAWC

Exh. 12-G), and Kane (PAWC Exh. 12-H).

What isthe purpose of this section of your testimony?
In this section, | will review the water and wastewater COSS for the FPFTY before
consideration of any subsidies. That is, in this part of my testimony | will recommend

any changes to the cost of serving each customer class under the Company’ s proposed
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revenue requirement for the FPFTY , but without considering any subsidies to or from

other rate areas. | will discuss subsidiesin alater section of the testimony.

Review of Water COSS (PAWC Exh. 12-A and 12-B)

What isthe scope of your review of thewater COSS?

| reviewed both water COSS (PAWC Exhibits 12-A and 12-B). | have identified changes
that need to be made in the main study (Exhibit 12-A). | have not identified any changes
that should be made in the Steelton study (Exhibit 12-B). Thus, the remainder of this
section will discuss the FPFTY study for the bulk of PAWC’ s water operations (PAWC
Exh. 12-A). My discussion islimited to the FPFTY for ease of presentation. The same
adjustments need to be made to the COSS for the second rate year if the Commission
decides to set rates for 2022 at thistime. To be clear, in the remainder of this section,

when | refer to the “water COSS” | am referring to PAWC Exhibit 12-A.

During the discovery process, did PAWC identify any errorsin the water COSS?

Y es. The Company identified two minor errors in the COSS concerning the allocation of
Other Water Revenues - Rents from Other Properties (OCA V111-006) and account
311.54 (Pumping Equipment T&D rate base) (OCA VI111-010). My COSS results

(described below) reflect these two corrections.

Arethereany other itemsin thewater COSS where you disagree with an
assumption or calculation made by the Company?

Yes, | am proposing three adjustments to the water COSS.
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Q. What isyour first adjustment?
The Company’ s water COSS allocated | ate payment fees based on the total cost to serve
each customer class (factor 20). In responseto OCA VI11-004, the Company provided
the actual |late payment fee revenues by customer class for the historic test year (calendar
year 2019). | propose to use each class' s actual contribution to late payment fee revenues
to determine the percentage of FPFTY late payment fees that should be allocated to each
customer class. | show the calculation of thisfactor (new factor 23) compared to

PAWC' sfactor 20 on Schedule SIR-6.

Q. What isyour second adjustment to the COSS?
My second adjustment is to reflect updated information about the number of shared
service lines throughout PAWC' s service area. Shared service lines can exist in older
parts of the system when two customers (that is two meters) share asingle service line.
This might have occurred in older communities when a separate dwelling was built
behind an existing house, or when a single family home was converted to a duplex.

The COSS assumes there are 17,356 shared service lines: 16,408 in the

Residential class and 948 in the Commercia class.*® In response to OCA V11-001,
however, the Company’s Vice President of Operations stated that there are approximately
21,000 shared service lines throughout the system. | have modified the calculationsin

the water COSS to reflect 21,000 shared service lines, divided between the Residential

4 See response to OCA V111-009 for approximate numbers and an explanation. The actual numbers are found in the
formulas used to calculate factor 11 in the water COSS Excel model, meter tab, cells H65 and L65.
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and Commercial classes in the same proportion used in the original COSS (94.5%

Residentia and 5.5% Commercial).

Please describe your final adjustment to the water COSS.
My third adjustment to PAWC Exhibit 12-A isto change the allocation of customer
contributions that were booked when PAWC acquired the water assets of Citizens
Utilities Company. Inresponseto OCA VI11-003, PAWC states that most of the
contributions related to distribution mains, so it allocated the contributions using the
same factor used to allocate distribution mains (factor 4).

| do not disagree with that rationale, however the response to OCA V111-003 also
shows that Citizens Utilities did not have any municipal or other water utility customers.
Asaresult, | have calculated a new factor (factor 24) based on factor 4, but recognizing
that the Public and Other Water Utility classes could not have made any of those

contributions. | show the calculation of this new allocation factor on Schedule SIR-7.

Have you recalculated the water COSSto reflect the corrections and adjustments
you described above?

Yes. On Schedule SIR-8, | show the results after making all of the changes | described in
the water COSS compared to the results presented in PAWC Exh. 12-A for the FPFTY.
Theresults are for each class's cost of service before any subsidies are included for either

Steelton water operations or any wastewater operations, as shown in PAWC Exh. 12-A,
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Schedule A, column 2 for the FPFTY .* It can be seen that these changes result in

reducing the Residential class's cost of service by approximately $815,000.

Review of Sanitary-Only Sewer COSS (PAWC Exhs. 12-C, 12-D, and 12-E)
What isthe scope of your review of the wastewater COSS for sanitary-only sewer
systems?

| reviewed the COSS for each of the sanitary-only sewer areas. PAWC Exhibits 12-C,

12-D, and 12-E.

Areyou recommending any adjustmentsto the sanitary-only COSSin PAWC
Exhibits 12-C, 12-D, and 12-E?

No, | am not recommending any adjustments in those studies.

Review of Combined Sewer System (“CSS”) COSS (PAWC Exhs. 12-F,
12-G, and 12-H)

What isthe scope of your review of the wastewater COSS for combined sewer
systems?

| reviewed the COSS for each of the CSS areas: PAWC Exhibits 12-F, 12-G, and 12-H. |
have a serious concern with the trestment of stormwater-related costsin each of the

COSS.

Before you discuss the details of the COSS, what is stormwater utility service?
Stormwater utility serviceis designed to safely, and in compliance with environmental

regulations, remove stormwater flows (also known as runoff) from aservice ared’ s

4% PAWC Exh. 12-A, p. 7.
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streets, rights of way, parking lots, roofs, sidewalks, and other impervious surfaces.
Unlike other utility services, stormwater flows are not subject to being separately
metered, and they are not directly related to the consumption of another service that can

be directly measured.

Isthelack of metering the only important difference between stormwater service
and other utility services?

No, there are at least two other important differences. First, asignificant portion of
stormwater flows arise from public streets and rights of way. | will refer to these as right-
of-way flows. Right-of-way flows are a shared responsibility of everyonein the service
area. There are different methods that can be used to recover right-of-way-related costs;
but whatever method is chosen, the charge for that service is neither avoidable,

controllable, nor caused by any individual customer.

Arestormwater service and wastewater service fundamentally different services?
Yes, they are. Wastewater utility service involves running pipes from each property to a
centralized wastewater treatment plant where the wastewater is treated prior to discharge
in areceiving water (lake, stream, river, etc.). The customer controls its wastewater
production and disposal, collecting the wastewater produced in the building into a pipe
(the wastewater service line) that connects to the wastewater utility’ s wastewater main.
Throughout the process, wastewater is produced and controlled by the customer then
transferred to the utility at a specific point.

In contrast, stormwater serviceis not directly controlled by customers or

contained in pipes throughout the process. Stormwater is generated by precipitation --
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rainfall and the melting of snow and ice. Some stormwater falls on pervious, unfrozen
ground that can absorb some (but usually not all) of the stormwater. Other stormwater
falls on roofs, streets, sidewalks, frozen ground, and other largely impervious surfaces
where the stormwater is not absorbed and flows downhill. Thus, most stormwater does
not begin as a controlled, piped flow of water. The purpose of a stormwater control
system, therefore, isto direct the flow of that runoff so that it does not create flooding on
private property or public streets and highways. This occurs by grading properties,
parking lots, and driveways to control the flow of stormwater, designing streetsto direct
the flow of stormwater (which is one reason curbs are so important on urban streets).
installing stormwater retention basins to reduce peak storm flows, maintaining streets to
ensure a proper flows of stormwater (for example by cleaning streets, repairing curbs,
and cleaning storm drains), and ultimately have stormwater enter storm drains that collect
stormwater in a network of pipes.

In a separate system of storm sewers, the stormwater is directly discharged to a
body of water with little or no treatment. In a system that combines storm sewers and
sanitary sewers, stormwater flows commingle with wastewater flows and should be
directed to awastewater treatment plant. Some older combined systems, however, are
not sized large enough to handle the combined flows, so they have what are known as
“combined sewer overflows’ (*CSO”) that divert some of the combined flow before it
reaches the wastewater treatment plant and directly discharges untreated wastewater and
stormwater to the receiving water. One of the important clean-water initiatives of the

past two decades is to greatly reduce or entirely eliminate the use of CSOs.
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Thus, stormwater control involves numerous facilities, including catch basins,
streets and curbs, storm drains, stormwater pipes (where there is a separate system), and
CSO control facilities (in acombined stormwater-wastewater system).

The biggest difference between stormwater and wastewater, therefore, isthat a
customer does not create stormwater but may have some ability to control it, and most
stormwater flows above ground until it ultimately reaches a storm drain. In contrast, a
customer directly creates and controls all wastewater flows and all of those flows are

piped directly into the wastewater system.

What isthe second significant difference between stormwater service and other
utility services, such aswater and wastewater service?
The second important difference is that the control of stormwater lies with the entity
responsible for the property which may be different from the entity that uses other utility
services on the property. For example, atenant in aresidence or retail location may be
responsible for paying the water and sewer bills, but the tenant generally has no control
over how the property handles stormwater. Stormwater controls may include ensuring
that gutters do not flow onto streets or sidewalks, that stormwater detention areas are
properly sized and maintained, and that parking lots or driveways are designed to avoid
runoff onto streets or sidewalks.

It isimportant that the entity that has responsibility for stormwater control
(usually the property owner) isresponsible for stormwater costs associated with the
property. Inthisway, the property owner can be given an appropriate incentive to

control stormwater flows from the property into the CSS.



1

2

10

11

12

13

14

15

16

17

18

Direct Testimony of Scott J. Rubin, Pa. Public Utility Commission Docket Nos. R-2020-3019369, et al. Page 44

Q.

Istherearecognized way to chargefor stormwater service?

Y es, there are hundreds of communities and utilities that have separate fees or charges for
stormwater service. Each year, Western Kentucky University conducts a survey of
stormwater fees and charges. The most recent survey was published in 2019 and is
available at no charge online.*” According to that survey, there are more than 1,700
utilities or communities in the United States that have separate fees for stormwater

service, including 27 in Pennsylvania.

How are most stormwater fees structured?

From the survey, it appears that most stormwater fees in the United States, and nearly all
such fees in Pennsylvania, are based on a measure of the impervious surface area of the
property. A typical or average residential areaisthen calculated (known as an Equivalent
Residential Unit, or ERU), and that becomes the basis for stormwater charges for larger
non-residential properties. Utilities also may provide fee reductions for properties that

significantly control stormwater flows.

Isit reasonableto collect stormwater-related costs based on impervious property
area or other characteristics of the property?
Yes. Inmy opinion, that isthe fairest way to collect stormwater costs from the public. It

is consistent with well-established regulatory and judicial precedents about principles of

47 C. Warren Campbell, Western Kentucky University Sormwater Utility Survey 2019 (hereafter “W. Ky. Survey”),
https://digital commons.wku.edu/cgi/viewcontent.cgi 7article=1000& context=seas _faculty pubs
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cost causation and the determination of rates that are just, reasonable, and non-

discriminatory.

Arethereother reasonsto use property characteristics, rather than water use, to
allocate and collect stormwater costs?

Yes. There are many properties that contribute stormwater flows but are not customers
of the water or wastewater system. Examples can include parking lots, parking
structures, some outdoor recreation facilities (such as basketball or tennis courts), among

others.

Can a utility have a significant number of stor mwater-only customer s?

Yes. | can provide two examples from my recent experience. Inits currently pending
rate case before the Commission, the Pittsburgh Water and Sewer Authority estimates
that it will have approximately 8,000 stormwater-only customers when it proposes
stormwater rates later this year, compared to about 100,000 wastewater customers
currently. In arate case concluded in late August 2020, the Halifax Regional Water
Commission (which has had stormwater rates for several years) stated it had more than
19,000 stormwater-only customers compared to approximately 75,000 wastewater

customers.

How does PAWC allocate and collect stormwater -related costsin combined systems
(Scranton, McK eesport, and Kane)?
The Company proposes to allocate all stormwater-related costs in the same manner as

infiltration and inflow (“1&1”) costsin a sanitary sewer system. PAWC is not proposing
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to have a separate rate for stormwater servicein any rate area. So stormwater costs
would be collected from sanitary wastewater customers through the standard customer

and flow charges, or from water customers through a subsidy.

What isthe Company’srationale for not having a separ ate stormwater fee?

In responseto I& E RS-16-D, the Company states that the Commission has never ordered
it to have a separate stormwater charge and that since sanitary sewage and stormwater are
commingled in aCSS, it is “reasonabl e to continue recovering the cost of collecting and
treating wastewater (including stormwater combined with wastewater) through rates that

are based upon water consumption.”

What isthe Company’srationale for allocating stormwater-related costsin a CSSin
the same manner asallocating &1 in a sanitary sewer system?

In response to OCA 1V-018 and OCA 1V-025, the Company cites to Manual of Practice
No. 27, Financing and Charges for Wastewater Systems published by the Water

Environment Federation (“WEF Manua”).

Areyou familiar with the WEF Manual?
Yes, | am. The WEF Manud is the standard reference on cost-of -service studies, rate

design, and other ratesetting topics for wastewater utilities.

Isthe Company correct that the WEF Manual supportsallocating stormwater costs
in the same manner asl&1 costs?
No. PAWC witness Heppenstall’ s citation to the WEF Manual in the response to OCA

IV-025 isto the third edition of the manual published in 2004. In 2018, the fourth edition
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of the WEF Manual was published and it includes much more information about
allocating stormwater-rel ated costs and how to collect those costs from customers.
Indeed the fourth edition of the WEF Manual contains a completely new chapter on “Wet
Weather Financing and Cost Recovery” which | have reproduced as Schedule SIR-9.
The chapter begins with an introduction which states, in part: “The characteristics
of wet weather flows and their potential environmental, economic, and community
effects are quite different from that of groundwater inflow and infiltration (1/1) that occur
naturally in awastewater system.”*® The text continues to explain that “ many wastewater
utilities, especialy those with a CSS’ are facing significant stormwater control costs that
it may not be reasonable or fair to collect through traditional wastewater rates. In
addition, ratesetting principles such as fairness, along with providing incentives for
property owners to reduce stormwater flows, suggest the need for a separate stormwater

fee 49

Doesthe 2018 edition of the WEF Manual support the Company’s view that because
sanitary sewage and stormwater become commingled in a CSSthat all costs should
be collected based on water usage?

No, the WEF Manual does not support the Company’sview. The chapter includes a
discussion of cost allocation and rate design. For example, the WEF Manual states:
“Cost recovery approaches that recover al of wet weather revenue requirements based

entirely on sewer charges ... may provide for administrative ssmplicity and ease of

48 Schedule SIR-9, p. 3 (WEF Manual p. 184).

9 |d,
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customer understanding. However, such approaches may affect equity of cost recovery.
Sewer charges are typically based on the volume of water usage ... which [has] very
limited correlation to the magnitude of a property’ s wet weather contribution. Therefore,
other cost recovery mechanisms such as an impervious area-based wet weather fee could
be integrated to a user-fee rate structure portfolio.”>

The WEF Manual aso explains the importance of providing property owners with
an opportunity to reduce their fees by reducing wet weather flows, calling it “an integral

and essential component of any user fee cost recovery approach.”>*

Q. Arethereother indicationsthat the Water Environment Federation considersit
important to have separate fees for stormwater service?

A. Yes, in 2013 WEF published a nearly 200-page manual solely to address appropriate
approaches for stormwater programs, including how to develop fees or charges for

stormwater service.>?

Q. Doesthe Public Utility Code s definition of “wastewater” asincluding stormwater
affect your analysisof thisissue?

A. No. Thedefinition in the Public Utility Code clarifiesthat it is lawful for a private
company to provide stormwater service; it does not mandate any particular ratemaking
treatment for the provision of that service. For example, the Code requires the

Commission to regulate electricity distribution service provided by a private company,

01d., p. 8 (WEF Manual p. 189).
511d., p. 9 (WEF Manual p. 190).
52 Water Environment Federation, User-Fee-Funded Stormwater Programs (2™ ed. 2013).
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but it does not prohibit the Commission from establishing rates and terms of service for
different types of electricity distribution, such as service provided at different voltages,
interruptible service, and so on. Even with wastewater service, the Commission has
established separate rates and conditions for the provision of industrial wastewater
service (requiring pretreatment and setting the costs of that service), as compared to
domestic wastewater service, even though the flows are ultimately commingled in the
same sewer mains. The explicit inclusion of stormwater as part of wastewater does not
eliminate the need for the Commission to determine the cost of providing stormwater

service or determining who should pay those costs.

Aremost stormwater chargesthroughout Pennsylvania based on a property’s
characteristicsasthe WEF Manual discusses?

Yes. According to the Western Kentucky University survey | discussed above, of the 27
stormwater utilities in Pennsylvania 19 use an ERU method which is based on

impervious area or similar property characteristics.

What do you recommend?

| strongly recommend that the Commission order PAWC to develop a stormwater fee to
collect stormwater-related costs in the three CSS rate zones (Scranton, M cK eesport, and
Kane). Collecting stormwater costs based on water consumption or on a per-customer
basisis grossly unfair, especialy to tenants and smaller properties with little impervious
surface area. Moreover, failing to recognize that properties that are not wastewater

customers (such as parking lots and others | mentioned above) can contribute
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significantly to stormwater flows makes the collection of stormwater costs through

wastewater rates unduly discriminatory and grossly unreasonable.

Can a separate stormwater rate be established in this case?

No. PAWC has not done the work necessary to determine the impervious area of

properties and has not identified stormwater-only customers (owners of leased properties,

parking lots, etc.). Thus, none of the billing units exist that would be necessary to

devel op reasonable, cost-based stormwater rates.

Arestormwater -related costs significant in the CSSrate zones?

Y es, stormwater-related costs are very significant in the CSS rate zones. | summarize

these costs from PAWC’s COSS for each zonein Table 1. It can be seen that

stormwater-related costs account for approximately 46% of the revenue requirement in

these rate zones.

Table 1: Stormwater-related costs as a percent of revenue requirement®

Revenue Stormwater as

Rate Area Requir ement Stormwater Costs Percent of Total
Scranton WW $34,754,312 $14,083,139 40.5%
M cK eesport WW 30,047,582 16,279,882 54.2%
Kane WW 3,287,466 785,906 23.9%
Total $68,089,360 $31,148,927 45.7%

53 From Schedule D of each COSS, PAWC Exhibits 12-F, 12-G, and 12-H.
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How do you proposethat rates should be set in CSSrate zonesin this case?

Given theinability to develop defensible stormwater ratesin this case, and the
Company’simproper commingling of stormwater and sanitary sewage costsin its COSS,
| propose that existing rates in the CSS rate areas should be increased by an equal
percentage (an “ across the board” increase).>* The COSS in combined sewer areas are
driven, in many cases, by stormwater flows and neither water consumption nor the mere
number of customersis an appropriate way to collect stormwater-related costs. |
recognize that an across-the-board increase perpetuates the inequity inherent in a
commingled rate, but any attempt to modify those rates without the necessary data would
suffer from the same infirmity and runs the risk of moving rates even further away from
the cost of service. | discuss more details about rate design in alater section of this
testimony.

Developing a Sound Public Policy on Subsidies, Valuation, and
Rate Consolidation

Relationship between Sections 1311(c) and 1329 of the Public Utility Code
Your discussion of cost-of-service studies focused on costs before any subsidies.
What types of subsidies are the Company proposing?

The Company is proposing to have its Rate Zone 1 water customers provide tens of
millions of dollarsin subsidies to water customersin other rate areas and to all

wastewater customers.

> There is an exception for the Port Vue rate area of McKeesport that | discuss in the Rate Design section, below.
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Q. Tothebest of your knowledge, arethe subsidies based on specific provisionsin the
Public Utility Code?

A. Yes, | am advised by counsdl that the relevant statutory provisions are Sections 1311(c)
and 1329 of the Code. For autility like PAWC that provides both water and wastewater
service, section 1311(c) alows, but does not require, the Commission to “allocate a
portion of the wastewater revenue requirement to the combined water and wastewater
customer base if in the public interest.” >

Section 1329 allows awater or wastewater utility to pay more than depreciated
original cost for the assets of other water or wastewater providers, and to include the
purchase price (rather than net original cost) in the rate base.>® By including the purchase
price in rate base, the Company is charging customers higher rates than would have been
permitted under original-cost ratemaking. The Commission’s policy of gradually moving
toward rate consolidation (also known as single-tariff pricing), in conjunction with any
rate increase limits that may be part of the acquisition transaction, can result in Rate Zone

1 water customers paying additional subsidies to support the acquired customers.

Q. What subsidiesare PAWC proposing for the FPFTY?
A. Table 2 shows that Rate Zone 1 water customers are being asked to provide $34.6 million
in subsidies to other water and wastewater customers, of which $32.85 million is going to

wastewater customers. The breakdown of these amounts by customer classis shownin

%566 Pa. C.S. § 1311(c).

%6 66 Pa. C.S. § 1329(c)(2) states: “The ratemaking rate base of the selling utility shall be the lesser of the purchase
price negotiated by the acquiring public utility or entity and selling utility or the fair market value of the selling
utility.” 66 Pa. C.S. § 1329(d)(5) states: “ The selling utility’s cost of service shall be incorporated into the revenue
requirement of the acquiring public utility as part of the acquiring utility’ s next base rate case proceeding.”
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the Company’ s response to |& E RS-23-D attached to this testimony. The proposed
wastewater subsidies have the effect of increasing Rate Zone 1 water rates by 4.9% (the
proposed subsidy to Steelton water increases Zone 1 rates by 0.3%). Stated differently,
41% of the proposed FPFTY Rate Zone 1 increase of $79.25 million isto provide

subsidies to wastewater customers.

Table 2. PAWC Proposed Subsidies from Rate Zone 1 Water Customer s>’
Rate Area Reyenue PAWC Proposed Subsidy
Requirement Revenues

Steelton water $ 5,189,852 $ 3,413,023 $ (1,776,829)
Wastewater excl.
Sadsbury & Exeter® 33,213,134 30,785,011 (2,428,123)
Exeter WW 15,130,505 11,071,133 (4,059,372)
Sadsbury WW 1,838,386 959,853 (878,533)
Scranton WW 34,754,312 26,297,265 (8,457,047)
M cKeesport WW 30,047,582 14,503,073 (15,544,509)
Kane WW 3,287,466 1,803,482 (1,483,984)
Total $123,461,237 $88,832,840 $ (34,628,397)

Does the magnitude of the subsidies proposed to be paid by water customers
concern you?

Yes, it does. | am particularly troubled by the proposed subsidies for systems that were
acquired using the so-called “fair market value” provisions of Section 1329. The
Company makes it seem as if itsinvestors are providing the compensation to selling
municipalities, but in fact the Company is requiring its statewide water customersto pay

most of the costs associated with the above-cost acquisitions. Thisis made even more

57 From Schedule A of each COSS, except Sadsbury which is from the corrected COSS provided as an attachment to
|& E RS-23-D.
%8 Revenue requirement excludes $671,275 paid by Sadsbury.



9

10

11

12

Direct Testimony of Scott J. Rubin, Pa. Public Utility Commission Docket Nos. R-2020-3019369, et al.

Page 54

apparent with the Company’ s proposed Regionalization and Consolidation Surcharge that

| discuss below.

Q. Which of the acquisitionsin Table 2 took place under Section 1329?

All of the acquisitionsin Table 2, except Scranton wastewater, occurred under Section

1329. Table 3, compiled from the OCA’ s records of each transaction and my review of

the Commission’s docket for each case, summarizes some of the key facts of each

transaction. All figuresin the table are as of the time of the acquisition. Later | will

compare the acquisition rate base to the FPFTY rate base.

Table 3: Summary of Section 1329 Transactions

($ million, except customers)

_ Net Original § 1329 Difference | PAWC
Closing RateBase | ($million) Cost to
Rate Area Customers Cost o
Date ($ million) ($ million) Customers
@ 14%°°

Steelton water 10/9/2019 2,415 14.43 20.50 6.07 0.85
Exeter WW 10/24/2019 9,015 40.06 92.00 51.94 7.27
Sadsbury WW 3/6/2019 998 7.48 8.30 0.82 0.11
McKeesport WW | 12/18/2017 12,700 80.09 158.00 77.91 10.91
Kane WW Not closed 2,019 12.07 17.56 5.49 0.77
Total 27,147 154.13 296.36 142.23 19.91

Q. How do Tables 2 and 3related to each other?

A. The last column in Table 3 shows the amount by which Section 1329 increased the

revenue requirements to PAWC customers -- atotal of $19.91 million. The last column

59 Conversion of rate base increase to revenue requirement at 14% is calculated as (income available for return +
income taxes + depreciation expense) - original cost rate base. Under the Company’s claims for the FPFTY from
PAWC Exh. 12-A, thisformulais: ($265.027 million + $58.721 million + $143.246 million) + $3,304.570 million,

which equals 14.13%.
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in Table 2 shows the amount by which total costsin the acquired systems are proposed to

be transferred to Rate Zone 1 water customers. In Table 4, | place these numbers side-

by-side and show that, in fact, PAWC’ s water customers are being asked to bear 100% of

the Section 1329 cost increase.

Table 4: PAWC Proposed Percentage of Section 1329 Subsidy
to be Paid by Rate Zone 1 Water Customers

PAWC Proposed Segésgntizg Per cent of Section
Rate Area Subsidy by Zone Requirement 1329 Increase

1 Customers | ncrease Borneby Zonel

(Table 2) (Table 3) Water Customers
Steelton water ($1,776,829) $ 850,000 100%
Exeter WW (4,059,372) 7,270,000 56%
Sadsbury WW (878,533) 110,000 100%
M cKeesport WW (15,544,509) 10,910,000 100%
Kane WW (1,483,984) 770,000 100%
Total ($23,743,227) $19,910,000 100%

Table 4 showsthat Zone 1 water customers are being asked to provide subsidies

totaling $23.74 million to the systems acquired under Section 1329. That amount

includes the entire revenue requirement associated with the increase in rate base caused

by Section 1329 ($19.91 million), plus an additional $3.8 million to subsidize operating

costsin the acquired systems.

Limiting Subsidies Between Water and Wastewater

Asyou discussed above, Section 1311(c) statesthe Commission “may allocate a

portion of the wastewater revenue requirement to the combined water and

wastewater customer baseif in the publicinterest.” Tothebest of your knowledge,




10

11

12

13

14

15

16

17

18

19

20

21

22

Direct Testimony of Scott J. Rubin, Pa. Public Utility Commission Docket Nos. R-2020-3019369, et al. Page 56

hasthe Commission issued any orders, rulemakings, or policy statementsthat
indicate how it will usethisdiscretion or deter mine whether it is“in the public
interest” to authorize an allocation of the wastewater revenue requirement to water
customer s?

No. To the best of my knowledge, as confirmed by OCA’s counsel, the Commission has
not issued any orders, policy statements, proposed regulations, or other documents that
set forth any criteriafor how it would determine whether to use its discretion to permit an

allocation of aportion of the wastewater revenue requirement to water customers.

Doesthe statute contain any guidelines or directivesto the Commission on how to
determine whether such an allocation isin the public interest?

No. Based on my reading of the statute, there are no guidelines, directives, or definitions
of what it means for such an allocation to be in the public interest. The General

Assembly left this matter to the Commission’s discretion.

Principles to Evaluate the Public Interest

Based on your experience as both a Pennsylvania regulatory attorney and an expert
witness on rate design and cost allocation, do you have any recommendationsto the
Commission for how to determine whether such an allocation isin the public
interest?

Yes. At theoutset, | recognize that defining the “public interest” can be difficult. There
can be more than one aspect of “the public” that isinterested in, and affected by, any
public policy issue. Inthisinstance, there are at least two distinct elements of the

affected public: the utility’ s wastewater customers and the utility’ s water customers. In
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addition, establishing aregulatory policy on thisissue could affect future acquisitions or
divestitures of water or wastewater assets by the utility. So the “public interest” could
include a consideration of policies that promote the cost-effective provision of safe and

reliable water and wastewater service throughout the Commonweal th.

Istherearange of optionsthe Commission could use to implement Section 1311(c)?
Y es, the Commission can choose from awide variety of options that would be consistent
with the language in Section 1311(c), but that might not be consistent with well-
established regulatory principles. At one extreme, the Commission could do nothing. As
| understand it, Section 1311(c) is discretionary not mandatory. So the Commission
could choose to allocate none of the wastewater revenue requirement to water customers.
Such adecision would be lawful, but would not accomplish an important purpose of the
statute, which isto provide some relief to wastewater customersin relatively small
service areas.

At the other extreme, the Commission could alocate the entire wastewater
revenue requirement to water customers. In this case, under PAWC' s proposed revenue
requirement, the cost allocated to water customers would be approximately $118 million
instead of the approximately $34 million the Company proposed. Adding the extra $84
million to the water revenue requirement would increase rates by 17% compared to the
stand-al one revenue requirement of Rate Zone 1. Once again, while providing free
wastewater service to some customers might be lawful under Section 1311(c), that does
not make it areasonable regulatory policy. Indeed, providing free wastewater service

would violate a number of established regulatory principles, such as ensuring that rates
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arefair to all customers and that rates send appropriate price signals to discourage

wasteful practices.

Q. How do you recommend that the Commission choose among all of the potential

options between free wastewater service and no relief for wastewater customers?

A. Asis often the case when addressing regulatory policy questions, Professor James

Bonbright provides some useful and insightful guidance on thisissue. Almost 60 years
ago, he set forth a series of regulatory principles that continue to guide us today. Over
the years, other utility economists and others have suggested some minor modifications
to Bonbright's principles, but | believe thereis general agreement that the following
principles should be considered when establishing and evaluating utility rates:

e Practicality, including simplicity, understandability, ability to

implement, and public acceptability;

e Clarity initsinterpretation;

e Effectivenessin yielding the total revenue requirement;

e Stability in revenues from year to year;

e Continuity of rates, including the concept of gradualism;

e Fairnessin relation to the cost of serving different types of
customers;®°

e Avoidance of undue discrimination among similarly situated
customers; and

80 The“fairness’ of autility rate generally means that the rate bears a reasonable relationship to the utility’ s cost of
serving the customer without exceeding the value of service to the customer. See, e.g., James C. Bonbright,
Principles of Public Utility Rates (New York, NY, 1961) (hereafter “Bonbright”), pp. 82-92; L eonard Saul
Goodman, The Process of Ratemaking (Arlington, VA, 1998), vol. |1, pp. 893-895.
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e Encouragement of efficient consumption practices.®*

Bonbright also suggests that the most important of these criteria are adegquacy
(collection of the revenue requirement), efficiency (encouragement of economically
efficient consumption and discouragement of waste), and fairnessto all customer
classes.®? He notes that these criteria are primary “not only because of their widespread
acceptance but also because most of the more detailed criteria are ancillary” to these three

principles.®

For purposes of evaluating whether it isin the public interest to allow a combined
water and wastewater utility to allocate some of the wastewater revenue requirement to
water customers, | consider the principles of efficiency and fairness to be paramount. |
do not believe that the approach selected would have a major effect on the utility’s ability

to collect its revenue requirement, so | do not consider that principle further.

Q. How could allocating a portion of the wastewater revenue requirement to water
customer s affect the principle of efficiency?

A. The principle of efficiency relates to sending a proper price signal to customers, so that
the price accurately reflects the cost of providing the service. This principle helpsto
ensure that customers are neither encouraged nor discouraged from using an
economically efficient amount of the service. In particular, if the priceis set below the

cost of service, customers may use too much of the service, resulting in an over-use of

61 Bonbright, p. 291; see also Charles F. Phillips, Jr., The Regulation of Public Utilities: Theory and Practice
(Arlington, VA, 1993), pp. 434-435.

52 Bonbright, p. 292.

& |d.
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facilities that can prompt the need for new facilities that would not be required otherwise.
An inefficient price that istoo low does not necessarily mean that customers will be
wasteful, only that they will not take actions they would take otherwise to control their
useif the service were priced at its cost. Such decisions can range from the short term
(calling a plumber to fix aleaky faucet) to the long term (installing a more efficient
appliance or industria process).

Similarly, if the price for aserviceis set above cost, the customer may be
compelled to take actions that would not be taken if the price were set properly. For
example, a customer may invest in anew plumbing fixture that would not be cost
effectiveif the price of water had been set appropriately.

Allocating a portion of the wastewater revenue requirement to water customers
can have the effect of setting wastewater rates too low (below cost) and setting water
rates too high (above cost). Where most of the affected customers receive both services
from the same utility, this shift would have little or no effect on efficiency because the
price of “water service” to the customer is the combined cost of both water and
wastewater service.

Where the utility serves many water customers who do not receive wastewater
service from the same utility, however, shifting costs from wastewater customers to water
customers can affect efficiency: wastewater rates would be below the cost of service and
water rates would be above cost. In this scenario, most water customers would not see

the offsetting benefit of areduction in their wastewater charges, so the total price for
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“water service” would exceed cost.®* Under this scenario, the few customers who receive
both water and wastewater service from the same utility would see atotal price for “water
service” that isinefficiently low (that is, below cost).

Thus, the evaluation of the efficiency principle depends on three factors: (1) the
degree to which water customers are also wastewater customers, (2) the amount by which
wastewater rates would be reduced below cost, and (3) the amount by which water rates

will be increased above cost.

When you refer to a price being “above cost” or “below cost” isthat the same asthe
utility’ sfull cost of service?
The measure of cost for efficiency purposes may be different from the utility’s full cost
of service. Asamatter of economic theory, the price should never be less than the
marginal cost of providing service to the customer. Even that price, however, is not
sustainable for very long. | would consider a price that at |east meets the basic cost of
providing service under average (that is, non-peaking) conditions to be the minimum
price that should be charged for utility service. For awater utility, thisis known asthe
“base cost of water.” For awastewater utility, thisis called the “flow cost of
wastewater.”

It is more difficult to estimate the highest price that should be paid. The absolute
maximum price would be one that is equal to the value of service received by the

customer. In practice, we expect utility prices to be considerably less than the value of

4] use the term “water service” to refer to the cost of having functioning water supply in ahome or business. That
cost includes both the delivery of potable water and the discharge of wastewater to an appropriate treatment facility.
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service because utilities have economies of scale and scope that enable them to provide
service at a cost that isless than the price an individual customer could obtain on their
own (which is one measure of the value to the customer of having centralized utility
service). Another concern on the high end of pricing is the affordability of serviceto the
customer. That is, any transfer of revenue requirement responsibility from wastewater to
water utilities must ensure that the resulting water rates (that include the wastewater
subsidy) would be affordable to customers. On the other hand, the concern with
affordability for wastewater customers is one of the factors that could lead to atransfer of

wastewater costs to water customers.

How could allocating a portion of the wastewater revenue requirement to water
customer s affect the principle of fairness?

The issue of fairness arises when similarly situated customers are treated differently. If
most customers are both water and wastewater customers of the same utility, then
fairness likely will not be a significant concern. Where, however, most water customers
are not also wastewater customers, then fairness could be asignificant issue. A water
customer who receives its wastewater service from a different provider would be paying
its own water costs, its own wastewater costs (to another provider), plus a portion of the
costs of wastewater service for the few wastewater customers of the utility. Depending
on the magnitude of the subsidy sought by the utility, it may be unfair to ask customersto
pay their own wastewater costs plus a portion of wastewater costs for wastewater

customers of the utility.
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Thus, the evaluation of the fairness principle depends on two of the same factors
that | described for the efficiency principle: (1) the degree to which water customers are
also wastewater customers, and (2) the amount by which water rates will be increased

above cost.

How doesthe provision of stormwater servicein the Scranton, McK eesport, and
Kane ar eas affect these concerns?

PAWC' s provision of stormwater service further exacerbates the concerns with fairness.
Customers in other parts of PAWC' s service area are starting to see separate stormwater
charges from their municipalities. For example, PAWC customersin Mount Lebanon,
PA (Allegheny County), currently pay PAWC for water, pay for sanitary sewer service
treated by the Allegheny County Sanitary Authority (ALCOSAN) at a cost of $8.50 per
1,000 gallons plus $16.69 per quarter, and pay the Borough of Mount Lebanon $96.00
per year for stormwater control.®> So in addition to PAWC water customers paying
wastewater charges to other providers, some of them also are paying stormwater charges
to other providers. Thisfurther tilts the fairness balance toward not requiring water

customers to subsidize wastewater and stormwater costs.

5 ALCOSAN' s rates: https://www.al cosan.org/our-customers/understanding-your-bill. Mount Lebanon stormwater
rates: https://www.mtlebanon.org/DocumentCenter/View/16605/Stormwater-Ordinance-3187-and--33037bidl d=.
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Using Section 1311(c) When There is a Significant Acquisition Adjustment
Arethereother factorsthat should affect the Commission’suse of its discretion
under Section 1311(c)?

Yes. Section 1311(c) was enacted based on the assumption that the rate base in
wastewater service areas (with minor exceptions for some very small service areas)
would be based on the net original cost of the property. Setting the rate base using net
original cost serves as a check on the amounts that can be charged to customers -- and on
the amounts that potentially could be subsidized by water customers. Using net original
cost also eliminated any significant profit motivation that sellers of wastewater systems
(primarily municipal entities, since most wastewater in Pennsylvaniais provided by
municipalities or municipal authorities) may haveto artificially inflate the asking price
for their utility assets.

The enactment of Section 1329 in 2016, however, significantly changes that
calculus. Section 1329 authorizes the acquisition of water and wastewater systems at
prices that could be significantly more than the net original cost of the property, as shown
above.

Thisraises the potential that using Section 1311(c) in combination with a Section
1329 acquisition might result in water customers throughout the Commonwealth
subsidizing municipal government purposes in afew locations while also promoting
profit growth for utility shareholders. Consequently, | believe the Commission should be
extremely judiciousin its use of its Section 1311(c) discretionary authority particularly

when a Section 1329 acquisition isinvolved.
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Q.

Arethereregulatory mechanismsthat have been used in other statesto address
similar concerns?

Yes. For example, in Illinois municipalities have the power to tax utilities. To ensure
that municipalities do not effectively tax those outside their jurisdiction, however, utility
tariffsin lllinois contain separate tax recovery rates for each municipality served. Under
this approach, therefore, utility customers pay the utility tax imposed by the municipality

in which their property is located.

How could that type of approach be used for a Section 1329 acquisition?

From press accounts, it appears that municipalities are using the proceeds of Section 1329
acquisitions to provide municipal services that benefit only customersin the
municipality.®® In trying to balance fairness to new and existing customers, as well as
trying to control the magnitude of rate increases that could result from the combined use
of Sections 1311(c) and 1329, it would be reasonable to require the Section 1329

premium to be paid only by customersin that service area.

Would that be a permanent arrangement?
No, not necessarily. Astheratesin separate areas providing similar service become close
to each other, then rate zones can be consolidated. | expect that this would occur over

time as plant is replaced or enhanced in the acquired systems. The combination of new

56 See, for example, Deana Carpenter, McK eesport sewer system to be sold for $156 million, Pittsburgh Post-

Gazette (Sept. 16, 2016), https.//www.post-gazette.com/l ocal/east/2016/09/16/M cK eesport-sell s-sewer-authority-

for-156-million/stories/201609160031.
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plant investment unrelated to Section 1329 with the depreciation of the Section 1329

purchase price would tend to move rates closer together over time.

What effect would such an approach havein this case?

In Table 5, | show the information from Table 4, but with a calculation of the portion of

the subsidy that is related to system operations (that is, not include the rate base impact of

Section 1329).
Table5: PAWC Proposed Subsidy Excluding
Section 1329 Valuation Increase
Rate Area PAWC Prop_osed Section 1329 Rev. | Subsidy _Unrelated
Total Subsidy Rgmt. Increase to Section 1329
Steelton water ($1,776,829) $850,000 ($926,829)
Exeter WW (4,059,372) 7,270,000 (0)
Sadsbury WW (878,533) 110,000 (768,533)
McKeesport WW (15,544,509) 10,910,000 (4,634,509)
Kane WW (1,483,984) 770,000 (713,984)
Tota ($23,743,227) $19,910,000 ($7,043,855)

How do you interpret the results shown in Table 5?

Theresultsin Table 5 show areasonable level of subsidy that is unrelated to the inflated
plant values determined through the Section 1329 process. For example, in McKeesport,
it would be reasonable, in my opinion, to have Zone 1 water customers provide a subsidy
of $4.6 million, rather than the $15.5 million proposed by the Company. Idedlly, this
would place the burden on M cKeesport customers to pay for the costs associated with the
municipal servicesthey received (or will receive in the future) from the proceeds of the
saleto PAWC. Other PAWC customers, however, would help to pay operating and other

costs as atransition to charging full-cost rates to newly acquired customers.
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Q.

What does a result of zero, as shown for Exeter, mean?

A zero meansthat all of the subsidy proposed by PAWC is associated with the Section
1329 increase in revenue requirement. For Exeter, the increase in revenue requirement
from the Section 1329 valuation was $7.27 million. Under the Company’s proposed
rates, however, Exeter already is paying all of its operating costs and absorbing
approximately $3.2 million of the Section 1329 revenue requirement increase. Thus,
thereis no need for other PAWC customers to subsidize Exeter’ srates. The subsidy
proposed by the Company is solely to provide municipal services within Exeter using the

proceeds from the saleto PAWC.

If the Company has contractually limited its ability to increaserates, such that the
entire Section 1329 subsidy cannot be collected from customers, what would
happen?

If that is the case, then the difference should be borne by the Company’ s investors
through areduced rate of return. In my opinion, a reasonabl e interpretation of Section
1311(c) would be for water customers to help subsidize the actual costs of operating a
wastewater system; but not subsidize the provision of unrelated municipal services
through the Section 1329 windfall amunicipality might receive. If the utility decidesto
spend significantly more than customers can support through their rates, then the utility’s
investors (who hired the managers who made the purchase decision) should receive a

lower return on their investment.



1

2

10

11

12

13

14

15

16

17

18

Direct Testimony of Scott J. Rubin, Pa. Public Utility Commission Docket Nos. R-2020-3019369, et al. Page 68

Q.

Can you apply thisprincipleto the Exeter acquisition?

Y es. PAWC acquired the Exeter system for $92 million even though the net original cost
of the assets was $40.06 million. Under PAWC' s proposal, Exeter’ s customers would
pay $11.07 million in revenues.®” This represents a 53% increase above current revenues
of $7.23 million.®® Proposed rates of $11.03 million are sufficient to pay all operating
costs of the system ($6.59 million), taxes, and a net after-tax return of approximately
$3.13 million.%® At the Company’s proposed 7.46% overall return, that return is sufficient
to support arate base of approximately $42 million. While thisisless than the Section
1329 acquisition cost of $92 million, it exceeds the net original cost of the property
acquired, which was $40.06 million, less any depreciation that has accrued since the

October 2019 acquisition.

Section 1329 requiresthe Commission to includethe purchase pricein therate base.
How isyour proposal consistent with that requirement?

While Section 1329 requires the Commission to include the purchase price (as it may be
adjusted by the Commission) in the rate base, the statute does not mandate the rate of
return the utility should be permitted to earn on the rate base. The effect of my
recommendation would be to reduce the return allowed on the Section 1329 portion of

the rate base until the acquired customers can fully support that investment.

57 PAWC Exh. 12-D, p. 4.

&8 1d., p. 3.

69 $11.07 million in revenues - $6.59 million in operating expenses = $4.48 million for return and taxes. Dividing by
the Company’ s gross revenue conversion factor of approximately 1.4316 yields return of $3.127 million. (See

PAWC Exh. 12-D, p. 4.)
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Moreover, the return to the utility is measured by its return on total rate base, not
the return on any particular item of property. Thus, in my opinion, adopting this approach
would not result in asignificant reduction in PAWC’ s overall return on al of itsrate
base. Using Exeter as an example, the foregone subsidy would be $4.06 million which
after taxes would result in areduction of approximately $2.8 million in income available
for return. When compared to the Company’s total proposed rate base of $3,975 million
for the FPFTY, the net effect on the Company’s overall return on rate base would be a
reduction of approximately 0.07%.”° From my experience, the uncertainty in rate of
return estimates by cost of capital experts usually is much larger than afew hundredths of
apercent, so | do not consider thisto result in an unreasonabl e return to the utility’s

investors.

Please summarize your specific proposal for each of the Section 1329 rate ar eas.

| recommend the Commission implement the increases proposed by PAWC in each of the
Section 1329 rate areas, but not the proposed rate reduction in Sadsbury, as shown in
Table 6. | do not consider it reasonable to reduce rates in an area when other customers
are being asked to subsidize the rates. | also recommend the Commission permit a
subsidy from Rate Zone 1 water customersto be paid to each Section 1329 rate area as
shown in the same table (the subsidy amounts are taken from Table 5, above). The last
three columns of Table 6 estimate the effect of this proposal on the Company’sincome

available for return and overall return as a percentage of itstotal rate base.

0 This discussion uses the Company’ s filed rate base and rate of return. | am aware that other OCA witnesses are
proposing adjustments to those amounts.
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Table 6: Summary of OCA Recommendationsfor Section 1329 Rate Areas
Rate Area I nc;;o]a;e n Slél;/szdo)/ngald ?)ubsidy paid E_st. Change E'st. Change

Revenues’ Water y Investors in Income in Return
Steelton water $589,679 $926,829 $850,000 $593,721 0.0149%
Exeter 2,841,697 0 4,059,372 2,835,452 0.0713%
Sadsbury 0 768,533 110,000 76,834 0.0019%
M cK eesport 2,024,332 4,634,509 10,910,000 7,620,583 0.1917%
Kane 315,576 713,984 770,000 537,841 0.0135%
Total $5,771,284 $7,043,855 | $16,699,372 $11,664,432 0.2934%

Review of Proposed Regionalization and Consolidation Surcharge

Q. Hasthe Company made any other proposals concerning Section 1329 acquisitions?
Yes. PAWC has proposed a new Regionalization and Consolidation Surcharge that is
designed to require the Company’ s existing customers to begin paying for Section 1329
acquisitions between base rate cases. The original proposed tariff was modified in
response to OCA VI11-12. That response, which is attached to my testimony, provides a
revised version of the proposed water and wastewater tariffs, an illustration of how the
surcharge would be calculated, and additional information that is necessary to understand

the proposed operation of the surcharge.

Q. Briefly, what isyour under standing of the proposed surchar ge?
A. As | understand it, the surcharge would be revised each April to reflect the so-called

“revenue deficiency” from Section 1329 acquisitions that occurred since the Company’s

" From Schedule A of the COSS for each rate area, except for Sadsbury where | have eliminated the proposed
$60,000 rate reduction.

72 Below | am proposing changes in the Steelton water rate structure and rates that will result in higher revenues than
PAWC proposed in the FPFTY.
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last rate case. The “revenue deficiency” would be calculated for all post-rate-case Section
1329 acquisitions as the difference between the annual revenue requirement (return on
rate base, taxes, depreciation, and operation and maintenance expenses) and the revenues

received from the acquired customers.

Hasthe Company proposed any limits on therate increases that would result from
the proposed surcharge?

The Company has proposed limiting the surcharge to no more than 5% of the revenues
from existing water and wastewater customers, excluding public fire protection revenues

and other surcharge revenues.

How much of a subsidy would that per mit the Company to collect from existing
water and wastewater customers?

Table 7 provides an estimate of the maximum annual surcharge based on PAWC's
proposed revenues for the FPFTY. The table shows that the proposed Regionalization
and Consolidation Surcharge would permit the Company to collect more than $38 million
annually to support Section 1329 acquisitions. Thisis approximately twice as much as
the $19.1 million the Company already proposes to collect from Zone 1 water customers
for Section 1329 acquisitionsin this case (see Table 4, above). Thus, if al of the
Company’s proposals are approved, it would be authorized to collect more than $57
million per year to support Section 1329 acquisitions -- or roughly 7.5% of its proposed

revenue requirement.
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Table 7. PAWC Proposed Subsidy Under
Regionalization and Consolidation Surcharge
Proposed Revenues
Rate zone (Excluding Public Fire)

Main Water $694,179,269
Steelton Water 288,607
Main Wastewater (WW) 29,411,453
Exeter WW 10,026,829
Sadsbury WW 952,612
Scranton WW 26,075,165
McKeesport WW 14,298,866
Kane WW 1,783,086
Tota revenue base $777,015,887
X Maximum surcharge 5.00%
= Max. surcharge revenues $ 38,850,794

Before discussing your specific concernswith the proposed Regionalization and
Consolidation Surcharge, how should the Commission determine whether it is
reasonable and necessary for a large utility to have automatic rate adjustment
tariffs?

In addition to any legal constraints that may exist (and that | expect counsel will address
in briefs), there are severa factors that, in my opinion, the Commission should consider
as amatter of sound regulatory policy.

Initially, the ratemaking process involves a matching of revenues, expenses,
investment, return, customers, and consumption. Automatic rate adjustments for specific
expense or capital items break this relationship. The matching principleinvolves a
synchronous examination of the cost of service and sources of revenue, as well other

considerations such as the quality of service and efficiency of management. That
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synchronization is the reason why we use atest year when arate case isfiled. One
treatise on utility regulation discusses this synchronization, or the matching principle, as

follows:

If the utility proposes a change, particularly amaor change, in the test
year rate base, it is required also to consider the related changes in other
costs or in revenue. Additional investments may result in efficiencies that
reduce operating costs or quality improvements that will increase sales.
Unless the utility showsthat it has taken such matters into account, its
revenue requirement is likely to be out of balance or overstated.”

For example, under normal circumstances, when a utility replaces an aging piece
of equipment, it might increase rate base and depreciation expense, but it also could
reduce maintenance expenses or produce other cost savings (such as reducing losses). To
keep costs synchronized might require adjustments to rate base, depreciation expense,
expenses, working capital, and taxes.

The use of automatic rate adjustment mechanisms for only certain aspects of the
Company’ s revenue requirement violates the matching principle and helps to destroy the
underlying relationship between utility rates and levels of cost and investment.

Asagenera rule, therefore, automatic rate adjustments should be used, if at al,
only for significant volatile expenses largely outside the utility’s control. A good example
of thisisagas cost adjustment for anatural gas utility if the Commission finds that the
utility does not have any reasonable level of control over the level of expenditures. A
similar justification has been used for surcharges to recover the revenue requirement

effect of changes in income tax rates.

7 Leonard Saul Goodman, The Process of Ratemaking (1998), vol. I1, p. 735.
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Q.

Why isa utility’ s ability to control expenditures an important consideration in
determining whether an automatic adjustment tariff should be adopted?

Automatic rate adjustments remove any incentive for the utility to become more efficient.
The ratemaking process is designed to foster management efficiency between rate cases.
That is, ratemaking provides an opportunity for a utility to achieve additional profit
between rate cases and then to subsequently share these efficiencies with ratepayersin
successive rate cases. This aspect of ratemaking provides utility management with a
strong incentive to achieve operational efficiencies and to be a zeal ous negotiator with its
suppliers. If the utility can wring additional efficiencies out of its operations or reduce
purchasing costs between cases, it can increase earnings for itsinvestors. Likewise, this
aspect of ratemaking forces utilities to maintain existing efficienciesto try to ensure that
profits do not decline between rate cases. A focus on achieving and maintaining
efficiency isapillar of informed ratemaking. Automatic rate adjustments, however,
remove any incentive the utility has to achieve or maintain efficiencies. Under automatic
rate adjustment mechanisms, any change in the unit cost of the product, and any change
in the amount of the product purchased, would flow directly to captive customers.

Failure to obtain available efficiencies, or failure to protect existing efficiencies, can only
lead to ever-increasing utility rates. Asan example, if autility were allowed to
automatically recover the cost of heating and cooling its office buildings, there would be
no incentive for the utility to try to find alower-cost energy supplier, invest in insulation
or re-program the thermostats in its buildings — actions that most every other business

would take in response to changes in energy costs.
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So, as amatter of public policy —that is, as away to ensure that utilities retain the
incentive to improve efficiency between rate cases — automatic rate adjustments should

not be used for costs that the utility has the ability to control.

Arethereother factorsthat should be considered in determining whether an
automatic rate adjustment is appropriate?

Y es, in addition to the matching principle and a utility’ s ability to control the cost, the
Commission also should consider whether the cost is related to other expenditures that
are not subject to the adjustment mechanism (that is, what trade-offs exist and are they

reasonable).

Please discuss what you mean by trade-offsand why that isan important policy
consider ation.

Let me use asimple example. Let’sassume a utility has an automatic rate adjustment to
recover its postage expenses for sending bills to customers. A utility could increase or
decrease its postage costs by changing the manner in which it provides other billing
options to customers (such as electronic or on-line billing). If autility eliminated its
electronic billing operations, it would greatly increase its postage expenses while saving
itself substantial computer-related costs. With an automatic postage expense flow-
through, the resulting increase in postage expense would be recovered automatically from
customers, but the utility would get to retain all of the cost savings from reduced
computer expenses. Similarly, such an adjustment mechanism would provide an
incentive for the utility to avoid enhancing the efficiency of its billing efforts because it

would be unable to recover any additional savings for its shareholders between rate cases.
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This example shows how an automatic rate adjustment can adversely skew the
normal evaluation of new technologies or processes that might improve efficiency and
save costsin the long term. The unreasonable trade-off occurs when one aspect of the

cost is recognized automatically, but another aspect is not.

Earlier, you mentioned the volatility of the expense. Please describe what you mean.
Volatility relates to how much the expense varies over time. If an expenseisrelatively
stable, there is no reason to have a specia ratemaking process — and the costs it entails —
to recover relatively minor changesin costs. Volatility helps the Commission determine
whether it is worth the effort (and potentia customer concern) to automatically adjust

rates between base rate cases.

Do you support the proposed Regionalization and Consolidation Surcharge?

No, | do not. The proposed surcharge fails to meet the criteriafor a surcharge | outlined
above. The surcharge proposal relates to costs that are fully within the Company’ s control
-- both as to the amount and timing of the expenditure. Further, thereis a potential for
there to be significant trade-offs or efficiencies that come from an acquisition that would
not be captured in the proposed surcharge. For example, most acquisitions include
personnel and not just physical assets. The addition of skilled people to the Company’s
workforce could lead the Company to reduce its reliance on outside contractors or
enhance efficiency in other ways. The proposed surcharge would include the cost of the
new employees, but would not reflect any potential savings in outside contractor

expenditures or other efficiencies.
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Q.

What other concernsdo you have with the proposed surcharge?

As| explained in the previous section, | have serious concerns with the size of subsidies
PAWC is asking Zone 1 water customersto pay. The inter-relationship between Section
1329 and Section 1311(c) is causing Zone 1 water rates to increase by a significant
amount -- tens of millions of dollars per year -- under the Company’s proposals. These
are amounts that have absolutely nothing to do with the provision of safe and reliable
serviceto Zone 1 water customers. Indeed, most of the cost is coming from newly
acquired wastewater systems, so Zone 1 water customers are paying their own water,
wastewater, and (in some cases) stormwater costs, and also paying millions of dollars
annually to help subsidize someone else’ s wastewater and (in some instances) stormwater

bills.

Arethereany other problemswith the proposed surcharge?

Y es, the surcharge amount is cal culated based on revenues from all existing water and
wastewater customers. Under the Company’ s proposals, however, existing wastewater
customers are not even paying their own cost of service. It isneither just nor reasonable
to require customers who (according to the Company) cannot even pay their own cost of
service to bear a further rate increase that will be used to provide a subsidy to other,
newly acquired, customers. If wastewater and Steelton water customers can afford to pay
higher rates that money should be used to reduce the subsidies paid by Zone 1 water

customers; not to provide even more subsidies to newly acquired customers.
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Q.

Arethereother public policy reasons, in your opinion, to oppose the proposed
Regionalization and Consolidation Surcharge?

Y es. The underlying premise of Section 1329 isthat acquisition prices will be based on
an arms’ length negotiations. An arms’ length negotiation requires atension between the
buyer and seller -- the buyer wantsto pay as little as possible and the seller wants to
receive as much as possible. Thearms' length negotiated price is a compromise between
those two extremes. In Section 1329 negotiations, however, there is no incentive for the
buyer to pay aslittle as possible. In fact, the profit motivation isfor the buyer to pay as
much as possible, subject only to the amount that can be justified by an appraisal. In
other words, there is no tension between the buyer and seller -- both want the price to be
as high as can bejustified by the appraisals.

The only potential check on the process (asit currently exists) isthat the utility’s
investors bear the cost of supporting a portion of the purchase price until the conclusion
of its next base rate case. This does not appear to be much of a check on the process, but
it at least provides a modest incentive to control the purchase price.

The proposed Regionalization and Consolidation Surcharge would remove even
that modest check on the process. Rather than investors paying to support a portion of
the purchase price between rate cases (perhaps for ayear or two), investors would be at
risk for only afew months (between the time of closing and the end of the calendar year).

As| explained above, | would prefer for investors to have a greater incentive to
control the size of the purchase price by being required to support the capital that cannot
be supported by the rates of the acquired customers. Under no circumstances, however,

should investors' risks be lessened further.
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Q.

What do you recommend?
| recommend the Commission reject the proposed Regionalization and Consolidation

Surcharge as being contrary to the public interest and neither just nor reasonable.

Residential Rate Design - Water

Overview
Please describe your under standing of the Company’s present and proposed rates
for Residential water customers.
For the FPFTY/, the Company projectsit will have approximately 612,000 Residential
customersin Zone 1, approximately 1,700 Residential customersin Steelton (Zone 5),
and another 1,300 customers spread out over four additional rate zones. All but
approximately 100 of those customers have meters that are 1-1/2 inches or smaller in
diameter.

Under existing rates, PAWC charges a customer charge that varies by meter size.
In Zone 1, the existing meter charges range from $16.50 per month for a 5/8-inch meter
to $67.90 per month for a 1-1/2-inch meter. In addition, present rates have a
consumption charge of $1.2217 per 100 gallons. When the existing DSIC and TCJA
surcharges are considered (+5.65% and -6.79%, respectively), the effective 5/8-inch
customer charge currently is $16.25 per month, and the effective rate per 100 gallonsis
$1.2031 per 100 gallons.

In Zone 2 (Nittany, Sutton Hills, All Seasons, Balsinger, and Berry Hollow) and

Zone 3 (McEwensville), the meter charges are the same, but the consumption charges
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differ from Zone 1. The Zone 2 consumption charge is $0.900 per 100 gallons. The
Zone 3 chargeis $0.500 per 100 gallons.

Theratesin Zone 4 (Turbotville) are structured differently. Thereisahigh
minimum charge of $41.03 per month, but that includes the first 3,000 gallons of
consumption each month. The next 1,100 gallons are charged at arate of $0.9545 per
100 gallons, and usage in excess of 4,100 gallons per month is at arate of $0.5628 per
100 gallons.

Zone 5 (Steelton) has lower meter charges and consumption charges than Zone 1.
The meter charges range from $14.78 for a 5/8-inch meter to $58.29 for a 1-1/2-inch
meter, and those rates include the first 1,700 gallons per month. The next 18,300 gallons
per month are at arate of $0.8260 per 100 gallons. There are additional rates for usagein
excess of 20,000 gallons per month, but those rates would not apply to atypical

Residential customer.”

Changes in the Structure of Residential Rates

Isthe Company proposing any changesin the structure of Residential ratesfor the
FPFTY?

Y es, the Company is proposing two changes in the structure of Residential rates. First,
PAWC is proposing to charge the same customer charge to Residential customers with
meter sizes of 1-1/2 inches or smaller, rather than the current structure based on meter

capacity and cost. The Company states that most Residential customers with meters of

" The Company shows some usage by Residential customers in Steelton above 20,000 gallons per month. | expect
those customers are apartment buildings or other multi-unit buildings.
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3/4-inches, 1-inch, or 1-1/2-inch have fire suppression systems.” The Company is
concerned that the higher meter charges could be considered aform of “standby charge”
for Residential fire suppression systemsthat is prohibited by Section 1326 of the Public

Utility Code.”

Hasthe Company made that proposal consistently in all of itsrate zones?
No. In Rate Zone 5 (Steelton), the Company is proposing charges for 1-inch and 1-1/2-
inch meters that are higher than the 5/8-inch charge (there are no 3/4-inch metersin

Steelton).

What isthe second structural change proposed by the Company?

The second changeisin Zone 4 (Turbotville). The Company is proposing to
substantially reduce the customer charge and eliminate the minimum usage allowance of
3,000 gallons per month. It also is proposing to eliminate any tiering of the rates, so all

consumption would be charged at the same rate.

Before you discuss the specific rates, do you support the structural changesin
Residential rates proposed by the Company?

Yes| do, with one caveat. For many years, | have heard and read complaints from
Residential water customers about the high meter charges for larger-sized meters. Thisis
thefirst case in which PAWC has indicated that those larger Residential meters are

primarily the result of customers having fire suppression systems. While | believe the

75 PAWC . 4, pp. 28-29.
7 1., citing 66 Pa. C.S. § 1326.
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Company could justify charging higher rates for more expensive meters, even if the
meters are installed solely to support afire suppression system,”” | support the proposal to
have all Zone 1 Residential customers with meters of 1-1/2 inches or smaller pay the
same monthly customer charge.

| would apply the same structure to rates for Steelton (Zone 5) Residential
customers. This change would facilitate the ultimate consolidation of Zone 5 rates into
Zone 1. It also would eliminate any potential concerns with rate discrimination or with
the inadvertent charging of a standby fee for a Residential fire suppression system. In
reducing the 1-inch and 1-1/2-inch Residential customer chargesin Steelton, however, |
would eliminate the minimum usage allowance for customers with those meter sizes.
Their customer charges would be decreasing significantly, so thiswould be an
appropriate time to transition to rates that do not contain a minimum allowance.”

| aso support the elimination of the high minimum bill with a minimum usage
allowancein Zone 4 (Turbotville). Eliminating the minimum allowance will give
customers more control over their bills, lower the bills for lower-use customers, and not

impose a significant increased burden on higher-use customers.

7 The Commission’s Policy Statement Interpreting Terms Included in 66 Pa. C.S. § 1326 states: “Costs for the
upsizing of company-owned service lines and meters, ... are not standby charges for purposes of residential
sprinkler systems, and these costs shall be borne by the applicant for service on aone-time basis.” 52 Pa. Code
§69.169.

8 The transition for Zone 5 customers with 5/8-inch meters is more complicated because their current customer
charges are less than the Zone 1 charge. Thus, eliminating the minimum allowance and implementing the Zone 1
customer charge could cause avery significant increase in bills for some customers.
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Q.

Areyou proposing any other changesin the structure of Residential water rates?
Yes. | propose to reduce the minimum usage allowance for 5/8-inch metersin Zone 5
(Steelton) from 1,700 gallons per month to 1,000 gallons per month, as atransition to the
eventual elimination of the minimum allowance. In my discussion of water rates, | make
other adjustments to Zone 5 residential rates to ease the transition to arate structure with

asmaller minimum usage allowance.

Residential Water Rates for FPFTY

Earlier you described the Company’s proposed Residential water ratesfor the
FPFTY. Onecomponent of thoseratesisa Zone 1 customer charge of $18.00 for
customerswith meter sizesfrom 5/8 inchesto 1-1/2 inches. Do you take issue with
that customer charge?

No, | do not take issue with the proposed Zone 1 customer charge of $18.00 per month
for a5/8-inch meter. The proposed customer charge of $18.00 per month is higher than
the direct customer-related cost for a 5/8-inch meter, which the Company calculates to be
$17.06 per month.” When the calculation is adjusted to reflect PAWC's proposal to
charge Residential customers with meters from 3/4-inchesto 1-1/2 inches the 5/8-inch
charge, and to recognize the reduced rates paid by low-income customers,® the direct
customer cost per Residential bill is approximately $17.72 per month (approximately a

9% increase over the currently effective charge of $16.25 per month for a 5/8-inch meter

 PAWC Exh. 12-A, p. A-46.
8 My calculation is based on the Company’ s proposed customer charges for low-income customers. If the discount
were to be changed as OCA witness Colton recommends, an $18.00 customer charge would remain sufficient to

collect the costs associated with the discount.
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customer). In the context of the proposed 12.7% increase for the FPFTY, | consider it
reasonabl e to round this charge up to $18.00 per month. As| explain below, if the
Commission finds that the revenue requirement is less than the Company proposed, all

Zone 1 charges (including the customer charge) should be scaled back proportionately.

Another element of Residential water rate design you discussed isthe minimum
usage allowancein Steelton. You recommended reducing the allowanceto 1,000
gallons per month from 1,700 gallons per month for 5/8-inch customers, and
eliminating the allowance for Residential customerswith 1-inch or 1-1/2-inch
meters. Areyou also proposing a changein therates paid by Zone 5 (Steelton)
customers?
Yes. | recommended above that the Commission not adopt PAWC' s proposal to have a
MYRP inthiscase. That is, theratesfor the FPFTY in early 2021 should remainin
effect until the Company’s next base rate case. The Company recognizes that the
settlement involving the acquisition of the Steelton system limited the Company to
proposing an increase of no more than 40% in this case.* The Company divided that
increase between 2021 and 2022. | do not disagree with the use of a40% increase as the
upper limit on Steelton’ srates in this case, but | recommend using the 40% cap asthe
limit on the increase for Zone 5 for 2021.

Based on all of these factors -- the 40% rate increase limitation and the structural
changes | proposed in Zone 5 Residential rates -- | recommend that the existing 5/8-inch

customer charge of $14.78 per month for a 5/8-inch meter be kept in place and that the

81 Docket No. A-2019-3006880, Joint Petition for Approval of Settlement of All Issues, 1 25.
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volumetric rate be set at $1.000 per 100 gallons for all Residential usage. Residential
customers with 5/8-inch meters would receive 1,000 gallons per month as part of the
customer charge (compared to 1,700 gallons per month at present). Residential
customers with meters larger than 5/8-inches would not receive any minimum allowance
(but their meter charges would be much lower than they are at present).

Under the Company’ s proposed revenue requirement, the largest percentage
increase to any customer would be a customer who uses exactly 1,700 gallonsin a month
(the current minimum allowance). That bill would increase from $14.78 to $21.78, an
increase of $7.00 per month, or 47.4%. Most Residentid bills (those using more than

3,000 gallons per month) would have increases in the range of 25% to 35%.%?

Residential Water Rate Design Summary
Please summarize your rate design recommendationsfor Residential water rates.
In summary, | support the Company’s proposal to charge the same customer charges for
Residential customers with meters ranging from 5/8-inches to 1-1/2 inchesin diameter. |
also agree that a Residentia customer charge (for 5/8-inch to 1-1/2-inch meters) of
$18.00 per month is reasonable under the Company’ s proposed revenue requirement for
the FPFTY.

For Zone 5 (Steelton), | also would have Residential customers with meters from
5/8-inches to 1-1/2 inches pay the same customer charge, but that charge would be
$14.58 per month. As part of that changein Steelton, | would eliminate the minimum

usage allowance for Residential customers with meters larger than 5/8-inches, and reduce

82 The Company states that the average Residential 5/8 bill isfor 3,458 gallons per month. PAWC Exh. 12-J, p. 19.
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the minimum allowance for Residential 5/8-inch meter customers to 1,000 gallons per
month. | propose that al Residential consumption above any minimum allowance in
Zone 5 should pay arate of $1.000 per 100 gallons.

| also support the Company’ s proposal to reduce the customer charges and

eliminate the minimum usage allowance in Zone 4 (Turbotville).

Residential Rate Design - Wastewater
Overview of Wastewater Rates
Please summarize your under standing of the Company’s existing wastewater rates.
The Company has 10 different rate areas for wastewater service. The rates vary
significantly from one area to another, with current customer charges ranging from $7.50
in Turbotville (Zone 8) to $30 or more per month in Koppel, McKeesport, and Kane.
Often those higher customer charges are coupled with a large minimum usage allowance.
PAWC also has awastewater rate area where al customers receive flat-rate service at a
cost of either $75.10 or $54.60 per month (Franklin Township) depending on the

treatment used to serve the customer.

What isyour understanding of the Company’s general approach to setting
wastewater ratesfor the FPFTY in this case?

It appears to me that the Company is guided by two main goals: complying with the
provisions of any Commission orders or settlements for acquired systems; and moving

toward rate consolidation and the elimination of minimum usage allowances.
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Q.

Arethosereasonable goals?

Y es, those goals are reasonable, but they should not be the only goals. As| discussed
above, there should be specific criteriathat limit the costs transferred to Zone 1 water
customers or that otherwise subsidize Section 1329 premiums paid by the Company. In
addition, the Company has given more weight to aprovision in its Asset Purchase
Agreement with Scranton than the Commission isrequired to give to that provision (as |
discuss below). | also find two instances where the Company has proposed extremely

large rate increases (more than 50% for many customers), which | aso discuss below.

Zone 3 (Scranton Area) Rates

What isyour understanding of present and proposed wastewater ratesfor Zone 3
(Scranton Area) Residential customers?

The Company’ s present rates in Zone 3 (Scranton Area) consist of a customer charge of
$19.50 per month and a volumetric charge of $0.6173 per 100 gallons. PAWC is
proposing no increase in the customer charge and a volumetric increase of 16.8% to
$0.7212 per 100 gallons.®® Overall, the Company is proposing increased revenues from

Residential wastewater customersin the FPFTY of $1.17 million, an increase of 8.4%.

Do you have a concern with the Company’s proposal for Zone 3?
Yes. According to the Company’s COSS for Scranton, present revenues are $23.47
million compared to the total cost of service of $34.75 million, ashortfall of $11.3

million. It would take an increase of almost 50% to bring rates up to the cost of service,

8 Present and proposed rates are from PAWC Exh. 12-N.
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and | certainly understand why such an increase, in asingle step, would not be
reasonable. The Company, however, is proposing to make only very slow progress
toward closing the gap between costs and revenues -- increasing revenues by $2.83
million inthe FPFTY. The remaining $8.46 million would be passed on to Zone 1 water

customers.

Why isthe Company proposing to limit theincreasein Zone 3 to lessthan a 12%
increase when it isproposing much larger increasesin other rate zones?

The Asset Purchase Agreement in which the Company purchased the Scranton-area
wastewater assets limits the amount of increase the Company can propose in any rate
case for itsfirst ten years of ownership. The agreement, however, does not limit the

increase the Commission can actually authorize in this or any other rate case.

What do you recommend?

| recommend that rates in Zone 3 (Scranton Area) should be increased by approximately
20%. Thisis much less than the increases proposed by the Company in other rate areas,
it would start to make substantial progress toward closing the gap between revenue
requirements and rates, and it would lessen the subsidies paid by Zone 1 water customers.
A 20% increase in Zone 3 revenues would increase sales revenues by approximately
$4.66 million (compared to $2.76 million under the Company’s proposal), reducing the
Zone 1 water subsidy by $1.9 million. Thiswould bring revenues to within about $6
million of the Zone 3 proposed revenue requirement, which should make it feasible to

have the zone pay cost-based rates within the next two rate cases.
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Q.

How would you modify Zone 3 ratesto collect these additional revenues?

As| discussed above, because of the inclusion of significant stormwater costsin the
revenue requirement, and the current inability to properly charge those costs to
customers, | recommend an across-the-board increase within Zone 3; that is, all rates

should increase by the same percentage (approximately 20%).

Zone 4 (Koppel) Rates

What isyour understanding of present and proposed wastewater ratesfor Zone 4
(Koppe) Residential customer s?

The Company’s present ratesin Zone 4 (Koppel) consist of a customer charge of $30.00
per month and a volumetric charge of $0.6500 per 100 gallons. PAWC is proposing to
decrease the customer charge to $11.00 per month and almost triple the volumetric
charge to $1.7631 per 100 gallons.* Overall, the Company is proposing increased
revenues from Residential wastewater customersin the FPFTY of $44,867, an increase of

23.55%.

Do you have any concer nswith this proposal ?

Y es, my concern is not with the overall increase to Residential customers, but with the
highly disparate impact on customers within the Residential class. According to the
Company’ s calculations, some customers would receive significant decreases in their
bills (a customer using no water would have their bill reduced by almost two-thirds)

while other customers would see their billsincrease by 50% or more. Specifically, the

84 Present and proposed rates are from PAWC Exh. 12-K, Schedule 7.
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Company shows that all customers using 4,000 gallons per month or more would see
their billsincrease by more than 50%. Customers using more than 10,000 gallonsin a

month would see their bills increase by 100% or more.®

Arenon-residential customersfacing similar increasesin Zone 4?
No. The Company is proposing increases of approximately 11% in the FPFTY for each

non-residential customer in Zone 4.8

What do you recommend?

| recommend the Zone 4 Residential customer charge should be decreased to $24.00 per
month (a 20% reduction) and the Residential volumetric charge should be increased by
50% to $0.9750. Thiswould keep the bill impact for most customers under 33% in the
FPFTY, with no residential customer receiving an increase of 50% or more. This
proposal results in arevenue shortfall, compared to the Company’sfiling, of
approximately $35,000. This amount can be added to the $2.4 million subsidy from the
sanitary wastewater zones (excluding Sadsbury and Exeter). 1t would not have a

measurable effect on Zone 1 water rates.

8 PAWC Exh. 12-K, p. 29.
8 Calculated from PAWC Exh. 12-K, pp. 16-17.
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Zone 6 (McKeesport) Rates
Please summarize your understanding of present and proposed FPFTY ratesin
Zone 6 (McKeesport).
As | understand it, Zone 6 has two distinct service areas. McKeesport and Port Vue. For
most Residential customers (5/8-inch meter), existing rates in McKeesport consist of a
customer charge of $30.70 per month that includes the first 2,000 gallons per month.
Wastewater flows in excess of 2,000 gallons per month are billed at the rate of $1.275 per
100 gallons. PAWC is proposing to eliminate the minimum usage allowance, reduce the
customer charge to $11.00 per month, and increase the volumetric rate to $1.7631 per
100 gallons. Most Residentia customers would have their billsincrease by less than
40% under this proposal, while very low-use customers would have their bills decline
compared to present rates.®” | will not be discussing the McK eesport service area further.
The Port Vue area, however, has very different rates. All Port Vue Residentia
customers are billed quarterly. Under present rates, they pay $58.05 per quarter which
includes the first 4,000 gallons per quarter of usage. Usage in excess of 4,000 gallons per
quarter isbilled at arate of $0.995 per 100 gallons. PAWC is proposing to eliminate the
minimum allowance and charge Port V ue customers exactly the same rates as customers
in the McKeesport area. Thiswould result in most Port VVue customers (every customer
using 2,000 gallons or more per month) seeing their bills increase by approximately

70%.88 | do not consider a 70% increase to be reasonable in the context of this case.

8 PAWC Exh. 12-0O, p. 18.
8 PAWC Exh. 12-0, p. 19.
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Q. In responseto OCA [1V-005, PAWC witness Everette states that the settlement in the
McK eesport acquisition caserequiresthat Port Vuerates be set equal totherates
for all other McKeesport customers. Do you agree?

A. No, | do not agree. The relevant paragraph of the settlement reads as follows:

Initsfirst base rate case following the closing of the acquisition, PAWC
will propose to establish arate zone for McK eesport and increase the rates
of the System to an amount equal to the Zone 1 wastewater rates of
PAWC' s wastewater division, unless such increase would be more than
two times the system-average increase for the wastewater division
(calculated on a percentage increase basis). If the increase for the System
would be more than two times the system-average increase of the
wastewater division, PAWC will propose that the increase for the System
be capped at two times the system-average wastewater division increase in
thisfirst base rate case. PAWC, the City and the OCA agree that they will
not challenge or oppose this proposal in the first base rate case; provided,
however, that the Joint Petitioners expressly recognize the Commission’s
ultimate ratemaking authority to set just and reasonabl e rates and,
notwithstanding anything to the contrary contained in this paragraph, may
enter into a settlement of the base rate case, whether full or partial and
whether unanimous or non-unanimous, on reasonabl e terms and
conditions.®

As| read this language, itsintention regarding Port Vue ratesis unclear. Under
PAWC' s proposal, main McKeesport rates would increase by no more than twice the
system-average percentage increase, but that is not the case for Port Vue customers. | also
note that the settlement contained a separate provision that required the Company’s
COSS to separately identify certain costs associated with Port Vue.*® To my reading, this
recognizes the possibility that ratemaking for Port VVue might differ from ratemaking for

the remainder of the McKeesport system.

8 Docket No. A-2017-2606103, Joint Petition for Approval of Settlement of All Issues, 1 20.
®1d., 119.
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Q.

How do you interpret the above-quoted provision in the Settlement Agreement that
limitsthe M cK eesport increaseto no morethan two timesthe * system-aver age
increase for the wastewater division”?

It is unclear exactly how to measure the “ system-average increase for the wastewater
division” as stated in the Settlement Agreement, since PAWC has proposed six separate
wastewater revenue requirements, and those rate areas are having their rates subsidized to
different degrees by Zone 1 water customers. As ameasure of the wastewater average
increase, | am using the sanitary sewer division (excluding Sadsbury and Exeter) which,
with no water subsidy, has an increased revenue requirement of approximately 23%.%*
Thus, | interpret the rate limitation in the McK eesport settlement to be an increase of no

more than 46%.

What do you recommend?

| agree with setting the Port V ue customer charge equal to the wastewater Zone 1
customer charge of $11.00 per month (or $33.00 per quarter) and eliminating the
minimum usage alowance. The volumetric charge for Port V ue customers, however,
should be limited to a 40% increase, or $1.393 per 100 gallons. Thiswould ensure that
no customer’ s bill would increase by more than 46%, while most bills would increase by

40% or less.

% From PAWC Exhibit 12-C, p. 5: Sales cost of service of $29.4 million + water subsidy of $2.4 million = revenue
requirement of $31.8 million compared to present rate revenues of $25.8 million, which is an increase of 23.26%.
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Setting rates at these levels would result in arevenue shortfall compared to the
Company’s proposed FPFTY rates of approximately $230,000. This shortfall can be

added to the water Zone 1 subsidy under Section 1311(c).

Setting Ratesto Collect a Lower Revenue Requirement

If the Commission determinesthat the FPFTY revenuerequirement islessthan the
Company proposed, how should rates be set?
If the Commission reduces the revenue requirement in rate zones that are being
subsidized by water Zone 1 customers, then the change from the Company’s FPFTY
revenue requirement should be used first to reduce the water Zone 1 subsidy in
proportion to the subsidy paid by each customer class under PAWC' s proposal for the
FPFTY. Any remaining reduction would be applied proportionaly to the ratesin the
particular rate zone.

If the change isto the water Zone 1 revenue requirement, then the reduction
should be spread among the customer classes in proportion to each class's cost of service
under my COSS. For the Residential class, | would apply that reduction proportionately

to both the customer charge and volumetric charge.

Would the same process be used if the Commission agrees with the OCA’srevenue
requirementswitnesses that existing rates should be reduced?

Yes. Asl understand it, the OCA’s revenue requirements recommendations are being
made separately for each rate zone. Thereisasubstantial reduction in water Zone 1
rates, some other zones also should receive arate reduction, but others would have rate

increases. My recommendation, therefore is the same -- reductions in subsidized rate
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zones' revenue requirements should be applied first to reduce the water Zone 1 subsidy
for that zone. Only after the zone is no longer being subsidized would it be reasonable to

reduce the rates paid by customersin that rate zone.

Conclusion
Doesthis conclude your direct testimony?

Yes, it does.
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Scott J. Rubin, “Estimating the Effect of Different Arsenic Maximum Contaminant Levels on the
Affordability of Water Service,” prepared for the American Water Works Association. 2000.

* Janice A. Beecher and Scott J. Rubin, Deregulation! Impacts on the Water Industry, American Water
Works Association Research Foundation, Denver, CO. 2000.

Scott J. Rubin, Methodsfor Assessing, Evaluating, and Assisting Small Water Systems, NARUC Annua
Regulatory Studies Program, East Lansing, MI. 2000.

Scott J. Rubin, Consumer Issues in the Water Industry, NARUC Annua Regulatory Studies Program, East
Lansing, MI. 2000.

“Be Utility Wisein a Restructured Utility Industry,” Keynote Address at Be UtilityWise Conference,
Pittsburgh, PA. 2000.

Scott J. Rubin, Jason D. Sharp, and Todd S. Stewart, “ The Wired Administrative Lawyer,” 5" Annual
Administrative Law Symposium, Pennsylvania Bar Institute, Harrisburg, PA. 2000.

Scott J. Rubin, “Current Developmentsin the Water Industry,” Pennsylvania Public Utility Law
Conference, Pennsylvania Bar Institute, Harrisburg, PA. 2000.

Scott J. Rubin, “Viewpoint: Change Sickening Attitudes,” Engineering News-Record, Dec. 18, 2000.

Janice A. Beecher and Scott J. Rubin, “Ten Practices of Highly Effective Water Utilities,” Opflow, April
2001, pp. 1, 6-7, 16; reprinted in Water and Wastes Digest, December 2004, pp. 22-25.

Scott J. Rubin, “Pennsylvania Utilities: How Are Consumers, Workers, and Corporations Faring in the
Deregulated Electricity, Gas, and Telephone Industries?” Keystone Research Center. 2001.
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Scott J. Rubin, “Guest Perspective: A First Look at the Impact of Electric Deregulation on Pennsylvania,”
LEAP Letter, May-June 2001, pp. 2-3.

Scott J. Rubin, Consumer Protection in the Water Industry, NARUC Annual Regulatory Studies Program,
East Lansing, MI. 2001.

Scott J. Rubin, Impacts of Deregulation on the Water Industry, NARUC Annual Regulatory Studies
Program, East Lansing, MI. 2001.

Scott J. Rubin, “Economic Characteristics of Small Systems,” Critical Issuesin Setting Regulatory
Sandards, National Rural Water Association, 2001, pp. 7-22.

Scott J. Rubin, “ Affordability of Water Service,” Critical Issuesin Setting Regulatory Standards, National
Rural Water Association, 2001, pp. 23-42.

Scott J. Rubin, “Criteriato Assess the Affordability of Water Service,” White Paper, National Rural Water
Association, 2001.

Scott J. Rubin, Providing Affordable Water Service to Low-Income Families, presentation to Portland
Water Bureau, Portland, OR. 2001.

Scott J. Rubin, Issues Relating to the Affordability and Sustainability of Rates for Water Service,
presentation to the Water Utility Council of the American Water Works Association, New Orleans, LA.
2002.

Scott J. Rubin, The Utility Industries Compared — Water, NARUC Annua Regulatory Studies Program,
East Lansing, MI. 2002.

Scott J. Rubin, Legal Perspective on Water Regulation, NARUC Annua Regulatory Studies Program, East
Lansing, MI. 2002.

Scott J. Rubin, Regulatory Options for Water Utilities, NARUC Annual Regulatory Studies Program, East
Lansing, MI. 2002.

Scott J. Rubin, Overview of Small Water System Consolidation, presentation to National Drinking Water
Advisory Council Small Systems Affordability Working Group, Washington, DC. 2002.

Scott J. Rubin, Defining Affordability and Low-Income Household Tradeoffs, presentation to National
Drinking Water Advisory Council Small Systems Affordability Working Group, Washington, DC. 2002.

Scott J. Rubin, “Thinking Outside the Hearing Room,” Pennsylvania Public Utility Law Conference,
Pennsylvania Bar Institute, Harrisburg, PA. 2002.

Scott J. Rubin, “Update of Affordability Database,” White Paper, National Rural Water Association. 2003.

Scott J. Rubin, Understanding Tel ephone Penetration in Pennsylvania, Council on Utility Choice,
Harrisburg, PA. 2003.
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Scott J. Rubin, The Cost of Water and Wastewater Service in the United Sates, National Rural Water
Association, 2003.

Scott J. Rubin, What Price Safer Water? Presentation at Annual Conference of National Association of
Regulatory Utility Commissioners, Atlanta, GA. 2003.

George M. Aman, |11, Jeffrey P. Garton, Eric Petersen, and Scott J. Rubin, Challenges and Opportunities for
Improving Water Supply Ingtitutional Arrangements, Water Law Conference, Pennsylvania Bar Institute,
Mechanicsburg, PA. 2004.

Scott J. Rubin, Serving Low-Income Water Customers. Presentation at American Water Works Association
Annua Conference, Orlando, FL. 2004.

Scott J. Rubin, Thinking Outside the Bill: Serving Low-Income Water Customers. Presentation at National
League of Cities Annua Congress of Cities, Indianapolis, IN. 2004.

Scott J. Rubin, Buying and Selling aWater System — Ratemaking Implications, Pennsylvania Public Utility
Law Conference, Pennsylvania Bar Institute, Harrisburg, PA. 2005.

Thinking Outside the Bill: A Utility Manager’s Guide to Assisting Low-Income Water Customers, American
Water Works Association. 2005; Second Edition published in 2014

* Scott J. Rubin, “Census Data Shed Light on US Water and Wastewater Costs,” Journal American Water
Works Association, Vol. 97, No. 4 (April 2005), pages 99-110, reprinted in Maxwell, The Business of
Water: A Concise Overview of Challenges and Opportunitiesin the Water Market., American Water Works
Association, Denver, CO. 2008.

Scott J. Rubin, Review of U.S. Environmenta Protection Agency Notice Concerning Revision of National-
Level Affordability Methodology, National Rural Water Association. 2006.

* Robert S. Raucher, et al., Regional Solutions to Water Supply Provision, American Water Works
Association Research Foundation, Denver, CO. 2007; 2nd edition published in 2008.

Scott J. Rubin, Robert Raucher, and Megan Harrod, The Relationship Between Household Financial
Distress and Health: Implications for Drinking Water Regulation, National Rural Water Association. 2007.

* John Cromwell and Scott Rubin, Estimating Benefits of Regional Solutions for Water and Wastewater
Service, American Water Works Associ ation Research Foundation, Denver, CO. 2008.

100. Scott J. Rubin, “Current State of the Water Industry and Stimulus Bill Overview,” in Pennsylvania Public

Utility Law (Pennsylvania Bar Institute). 20009.

101. Scott J. Rubin, Best Practice in Customer Payment Assistance Programs, webcast presentation sponsored by

Water Research Foundation. 2009.

102.* Scott J. Rubin, How Should We Regulate Small Water Utilities?, National Regulatory Research Institute.

2009.
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103.* John Cromwell 111, et al., Best Practicesin Customer Payment Assistance Programs, Water Research
Foundation, Denver, CO. 2010.

104.* Scott J. Rubin, What Does Water Really Cost? Rate Design Principles for an Era of Supply Shortages,
Infrastructure Upgrades, and Enhanced Water Conservation, , National Regulatory Research Institute.
2010.

105. Scott J. Rubin and Christopher P.N. Woodcock, Teleseminar: Water Rate Design, National Regulatory
Research Intitute. 2010.

106. David Monie and Scott J. Rubin, Cost of Service Studies and Water Rate Design: A Debate on the Utility
and Regulatory Perspectives, Meeting of New England Chapter of Nationa Association of Water
Companies, Newport, RI. 2010.

107. * Scott J. Rubin, A Call for Water Utility Reliability Standards: Regulating Water Utilities' Infrastructure
Programsto Achieve a Balance of Safety, Risk, and Cogt, National Regulatory Research Institute. 2010.

108.* Raucher, Raobert S.; Rubin, Scott J.; Crawford-Brown, Douglas; and Lawson, Megan M. "Benefit-Cost
Analysisfor Drinking Water Standards: Efficiency, Equity, and Affordability Considerationsin Small
Communities," Journal of Benefit-Cost Analysis: Val. 2: Issue 1, Article 4. 2011.

109. Scott J. Rubin, A Call for Reliability Standards, Journal American Water Works Association, Vol. 103, No.
1 (Jan. 2011), pp. 22-24.

110. Scott J. Rubin, Current Topicsin Water: Rate Design and Reliability. Presentation to the Water Committee
of the National Association of Regulatory Utility Commissioners, Washington, DC. 2011.

111. Scott J. Rubin, Water Reliability and Resilience Standards, Pennsylvania Public Utility Law Conference
(Pennsylvania Bar Ingtitute). 2011.

112. Member of Expert Pandl, Leadership Forum: Business Management for the Future, Annual Conference and
Exposition of the American Water Works Association, Washington, DC. 2011.

113. Scott J. Rubin, Evaluating Community Affordability in Storm Water Control Plans, Flowing into the
Future: Evolving Water 1ssues (Pennsylvania Bar Ingtitute). 2011.

114.1nvited Participant, Summit on Declining Water Demand and Revenues, sponsored by The Alliance for
Water Efficiency, Racine, WI. 2012.

115.* Scott J. Rubin, Evaluating Violations of Drinking Water Regulations, Journal American Water Works
Association, Val. 105, No. 3 (Mar. 2013), pp. 51-52 (Expanded Summary) and E137-E147. Winner of the
AWWA Small Systems Division Best Paper Award.

116.* Scott J. Rubin, Structural Changes in the Water Utility Industry During the 2000s, Journal American
Water Works Association, Vol. 105, No. 3 (Mar. 2013), pp. 53-54 (Expanded Summary) and E148-E156.

117.* Scott J. Rubin, Moving Toward Demand-Based Residential Rates, The Electricity Journal, Vol. 28, No. 9
(Nov. 2015), pp. 63-71, http://dx.doi.org/10.1016/j.tej.2015.09.021.
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118. Scott J. Rubin, Moving Toward Demand-Based Residential Rates. Presentation at the Annual Meeting of
the National Association of State Utility Consumer Advocates, Austin, TX. 2015.

119.* Stacey |saac Berahzer, et a., Navigating Legal Pathways to Rate-Funded Customer Assistance Programs:
A Guide for Water and Wastewater Utilities, American Water Works Association, et al. 2017.

120.* Janet Clements, et al., Customer Assistance Programs for Multi-Family Residential and Other Hard-to-
Reach Customers, Water Research Foundation, Denver, CO. 2017.

121. Scott J. Rubin, Water Costs and Affordability inthe US: 1990 to 2015, Journal American Water Works
Association, Val. 110, No. 4 (Apr. 2018), pp. 12-16.

Testimony asan Expert Witness

1. Pa. Public Utility Commission v. Pennsylvania Gas and Water Co. - Water Division, Pa. Public Utility
Commission, Docket R-00922404. 1992. Concerning rate design, on behalf of the Pa. Office of Consumer
Advocate.

2. Pa. Public Utility Commission v. Shenango Valley Water Co., Pa. Public Utility Commission, Docket
R-00922420. 1992. Concerning cost alocation, on behaf of the Pa. Office of Consumer Advocate

3. Pa. Public Utility Commission v. Pennsylvania Gas and Water Co. - Water Division, Pa. Public Utility
Commission, Docket R-00922482. 1993. Concerning rate design, on behalf of the Pa. Office of Consumer
Advocate

4. Pa. Public Utility Commission v. Colony Water Co., Pa. Public Utility Commission, Docket R-00922375.
1993. Concerning rate design, on behalf of the Pa. Office of Consumer Advocate

5. Pa. Public Utility Commission v. Dauphin Consolidated Water Supply Co. and General Waterworks of
Pennsylvania, Inc., Pa. Public Utility Commission, Docket R-00932604. 1993. Concerning rate design and
cost of service, on behalf of the Pa. Office of Consumer Advocate

6. West Penn Power Co. v. Sate Tax Department of West Virginia, Circuit Court of Kanawha County, West
Virginia, Civil Action No. 89-C-3056. 1993. Concerning regulatory policy and the effects of ataxation
statute on out-of -state utility ratepayers, on behaf of the Pa. Office of Consumer Advocate

7. Pa. Public Utility Commission v. Pennsylvania Gas and Water Co. - Water Division, Pa. Public Utility
Commission, Docket R-00932667. 1993. Concerning rate design and affordability of service, on behalf of
the Pa. Office of Consumer Advocate

8. Pa. Public Utility Commission v. National Utilities, Inc., Pa. Public Utility Commission, Docket
R-00932828. 1994. Concerning rate design, on behalf of the Pa. Office of Consumer Advocate

9. AnInvestigation of the Sources of Supply and Future Demand of Kentucky-American Water Company, Ky.
Public Service Commission, Case No. 93-434. 1994. Concerning supply and demand planning, on behal f
of the Kentucky Office of Attorney Genera, Utility and Rate Intervention Division.
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The Petition on Behalf of Gordon's Corner Water Company for an Increase in Rates, New Jersey Board of
Public Utilities, Docket No. WR94020037. 1994. Concerning revenue requirements and rate design, on
behalf of the New Jersey Division of Ratepayer Advocate.

Re Consumers Maine Water Company Request for Approval of Contracts with Consumers Water Company
and with Ohio Water Service Company, Me. Public Utilities Commission, Docket No. 94-352. 1994.
Concerning affiliated interest agreements, on behalf of the Maine Public Advocate.

In the Matter of the Application of Potomac Electric Power Company for Approval of its Third Least-Cost
Plan, D.C. Public Service Commission, Formal Case No. 917, Phasell. 1995. Concerning Clean Air Act
implementation and environmental externalities, on behalf of the District of Columbia Office of the Peopl€' s
Counsel.

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedules of the
Dayton Power and Light Company and Related Matters, Ohio Public Utilities Commission, Case No. 94-
105-EL-EFC. 1995. Concerning Clean Air Act implementation (case settled before testimony was filed),
on behalf of the Office of the Ohio Consumers Counsd.

Kennebec Water District Proposed Increase in Rates, Maine Public Utilities Commission, Docket No. 95-
091. 1995. Concerning the reasonableness of planning decisions and the relationship between a publicly
owned water district and avery large industrial customer, on behaf of the Maine Public Advocate.

Winter Harbor Water Company, Proposed Schedule Revisions to Introduce a Readiness-to-Serve Charge,
Maine Public Utilities Commission, Docket No. 95-271. 1995 and 1996. Concerning standards for, and the
reasonableness of, imposing a readiness to serve charge and/or exit fee on the customers of asmall investor-
owned water utility, on behaf of the Maine Public Advocate.

In the Matter of the 1995 Long-Term Electric Forecast Report of the Cincinnati Gas & Electric Company,
Public Utilities Commission of Ohio, Case No. 95-203-EL-FOR, and In the Matter of the Two-Year Review
of the Cincinnati Gas & Electric Company’s Environmental Compliance Plan Pursuant to Section 4913.05,
Revised Cogt, Case No. 95-747-EL-ECP. 1996. Concerning the reasonableness of the utility’ slong-range
supply and demand-management plans, the reasonableness of its plan for complying with the Clean Air Act
Amendments of 1990, and discussing methods to ensure the provision of utility service to low-income
customers, on behalf of the Office of the Ohio Consumers Counsdl..

In the Matter of Notice of the Adjustment of the Rates of Kentucky-American Water Company, Kentucky
Public Service Commission, Case No. 95-554. 1996. Concerning rate design, cost of service, and sales
forecast issues, on behaf of the Kentucky Office of Attorney General.

In the Matter of the Application of Citizens Utilities Company for a Hearing to Determine the Fair Value of
its Properties for Ratemaking Purposes, to Fix a Just and Reasonable Rate of Return Thereon, and to
Approve Rate Schedules Designed to Provide such Rate of Return, Arizona Corporation Commission,
Docket Nos. E-1032-95-417, et al. 1996. Concerning rate design, cost of service, and the price elasticity of
water demand, on behalf of the Arizona Residentia Utility Consumer Office.

Cochranev. Bangor Hydro-Electric Company, Maine Public Utilities Commission, Docket No. 96-053.
1996. Concerning regulatory requirements for an electric utility to engage in unregulated business
enterprises, on behalf of the Maine Public Advocate.
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In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedul es of
Monongahela Power Company and Related Matters, Public Utilities Commission of Ohio, Case No. 96-
106-EL-EFC. 1996. Concerning the costs and procedures associated with the implementation of the Clean
Air Act Amendments of 1990, on behalf of the Ohio Consumers Counsel.

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedul es of
Cleveland Electric [lluminating Company and Toledo Edison Company and Related Matters, Public
Utilities Commission of Ohio, Case Nos. 96-107-EL-EFC and 96-108-EL-EFC. 1996. Concerning the
costs and procedures associated with the implementation of the Clean Air Act Amendments of 1990, on
behalf of the Ohio Consumers’ Counsel.

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedul es of
Ohio Power Company and Columbus Southern Power Company and Related Matters, Public Utilities
Commission of Ohio, Case Nos. 96-101-EL -EFC and 96-102-EL-EFC. 1997. Concerning the costs and
procedures associated with the implementation of the Clean Air Act Amendments of 1990, on behdf of the
Ohio Consumers Counsel.

An Investigation of the Sources of Supply and Future Demand of Kentucky-American Water Company
(Phase 1), Kentucky Public Service Commission, Docket No. 93-434. 1997. Concerning supply and
demand planning, on behalf of the Kentucky Office of Attorney General, Public Service Litigation Branch.

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedul es of
Cincinnati Gas and Electric Co. and Related Matters, Public Utilities Commission of Ohio, Case No. 96-
103-EL-EFC. 1997. Concerning the costs and procedures associated with the implementation of the Clean
Air Act Amendments of 1990, on behalf of the Ohio Consumers Counsel.

Bangor Hydro-Electric Company Petition for Temporary Rate Increase, Maine Public Utilities
Commission, Docket No. 97-201. 1997. Concerning the reasonableness of granting an electric utility’s
request for emergency rate relief, and related issues, on behalf of the Maine Public Advocate.

Testimony concerning H.B. 1068 Relating to Restructuring of the Natural Gas Utility Industry, Consumer
Affairs Committee, Pennsylvania House of Representatives. 1997. Concerning the provisions of proposed
legidation to restructure the natural gas utility industry in Pennsylvania, on behalf of the Pennsylvania AFL-
ClO Gas Utility Caucus.

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedul es of
Cleveland Electric [lluminating Company and Toledo Edison Company and Related Matters, Public
Utilities Commission of Ohio, Case Nos. 97-107-EL-EFC and 97-108-EL-EFC. 1997. Concerning the
costs and procedures associated with the implementation of the Clean Air Act Amendments of 1990, on
behalf of the Ohio Consumers’ Counsel.

In the Matter of the Petition of Valley Road Sewerage Company for a Revision in Rates and Charges for
Water Service, New Jersey Board of Public Utilities, Docket No. WR92080846J. 1997. Concerning the
revenue requirements and rate design for awastewater treatment utility, on behalf of the New Jersey
Division of Ratepayer Advocate.

Bangor Gas Company, L.L.C., Petition for Approval to Furnish Gas Service in the Sate of Maine, Maine
Public Utilities Commission, Docket No. 97-795. 1998. Concerning the standards and public policy
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concernsinvolved inissuing a certificate of public convenience and necessity for anew natural gas utility,
and related ratemaking issues, on behalf of the Maine Public Advocate.

In the Matter of the Investigation on Mation of the Commission into the Adequacy of the Public Utility
Water Service Provided by Tidewater Utilities, Inc., in Areasin Southern New Castle County, Delaware,
Delaware Public Service Commission, Docket No. 309-97. 1998. Concerning the standards for the
provision of efficient, sufficient, and adequate water service, and the application of those standardsto a
water utility, on behaf of the Delaware Division of the Public Advocate.

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedul es of
Cincinnati Gas and Electric Co. and Related Matters, Public Utilities Commission of Ohio, Case No. 97-
103-EL-EFC. 1998. Concerning fuel-related transactions with affiliated companies and the appropriate
ratemaking treatment and regulatory safeguards involving such transactions, on behalf of the Ohio
Consumers' Counsdl.

Olde Port Mariner Fleet, Inc. Complaint Regarding Casco Bay Island Transit District’s Tour and Charter
Service, Maine Public Utilities Commission, Docket No. 98-161. 1998. Concerning the standards and
requirementsfor allocating costs and separating operations between regulated and unregul ated operations of
atransportation utility, on behalf of the Maine Public Advocate and Olde Port Mariner Fleet, Inc.

Central Maine Power Company Investigation of Sranded Costs, Transmission and Distribution Utility
Revenue Requirements, and Rate Design, Maine Public Utilities Commission, Docket No. 97-580. 1998.
Concerning the treatment of existing rate discounts when designing rates for atransmission and distribution
electric utility, on behalf of the Maine Public Advocate.

Pa. Public Utility Commission v. Manufacturers Water Company, Pennsylvania Public Utility Commission,
Docket No. R-00984275. 1998. Concerning rate design on behalf of the Manufacturers Water Industria
Users.

In the Matter of Petition of Pennsgrove Water Supply Company for an Increase in Rates for Water Service,
New Jersey Board of Public Utilities, Docket No. WR98030147. 1998. Concerning the revenue
requirements, level of affiliated charges, and rate design for awater utility, on behalf of the New Jersey
Division of Ratepayer Advocate.

In the Matter of Petition of Seaview Water Company for an Increase in Rates for Water Service, New Jersey
Board of Public Utilities, Docket No. WR98040193. 1999. Concerning the revenue requirements and rate
design for awater utility, on behalf of the New Jersey Division of Ratepayer Advocate.

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedul es of
Ohio Power Company and Columbus Southern Power Company and Related Matters, Public Utilities
Commission of Ohio, Case Nos. 98-101-EL -EFC and 98-102-EL-EFC. 1999. Concerning the costs and
procedures associated with the implementation of the Clean Air Act Amendments of 1990, on behalf of the
Ohio Consumers’ Counsd.

In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedul es of
Dayton Power and Light Company and Related Matters, Public Utilities Commission of Ohio, Case No. 98-
105-EL-EFC. 1999. Concerning the costs and procedures associated with the implementation of the Clean
Air Act Amendments of 1990, on behalf of the Ohio Consumers Counsel.
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In the Matter of the Regulation of the Electric Fuel Component Contained within the Rate Schedul es of
Monongahela Power Company and Related Matters, Public Utilities Commission of Ohio, Case No. 99-
106-EL-EFC. 1999. Concerning the costs and procedures associated with the implementation of the Clean
Air Act Amendments of 1990, on behalf of the Ohio Consumers Counsel.

County of Suffalk, et al. v. Long Island Lighting Company, et al., U.S. District Court for the Eastern Digtrict
of New York, Case No. 87-CV-0646. 2000. Submitted two affidavits concerning the calculation and
collection of court-ordered refundsto utility customers, on behalf of counsdl for the plaintiffs.

Northern Utilities, Inc., Petition for Waivers from Chapter 820, Maine Public Utilities Commission, Docket
No. 99-254. 2000. Concerning the standards and requirements for defining and separating a natural gas
utility’ s core and non-core business functions, on behaf of the Maine Public Advocate.

Notice of Adjustment of the Rates of Kentucky-American Water Company, Kentucky Public Service
Commission, Case No. 2000-120. 2000. Concerning the appropriate methods for allocating costs and
designing rates, on behaf of the Kentucky Office of Attorney General.

In the Matter of the Petition of Gordon’s Corner Water Company for an Increase in Rates and Charges for
Water Service, New Jersey Board of Public Utilities, Docket No. WR00050304. 2000. Concerning the
revenue requirements and rate design for awater utility, on behalf of the New Jersey Division of Ratepayer
Advocate.

Testimony concerning Arsenic in Drinking Water: An Update on the Science, Benefits, and Costs,
Committee on Science, United States House of Representatives. 2001. Concerning the effects on low-
income households and small communities from amore stringent regulation of arsenic in drinking water.

In the Matter of the Application of The Cincinnati Gas & Electric Company for an Increase in Gas Ratesin
its Service Territory, Public Utilities Commission of Ohio, Case No. 01-1228-GA-AIR, et al. 2002.
Concerning the need for and structure of a special rider and alternative form of regulation for an accelerated
main replacement program, on behalf of the Ohio Consumers Counsdl.

Pennsylvania Sate Treasurer’ s Hearing on Enron and Cor porate Gover nance I ssues. 2002. Concerning
Enron’srolein Pennsylvania' s electricity market and related issues, on behalf of the Pennsylvania AFL-
CIO.

An Investigation into the Feasibility and Advisability of Kentucky-American Water Company’ s Proposed
Solution to its Water Supply Deficit, Kentucky Public Service Commission, Case No. 2001-00117. 2002.
Concerning water supply planning, regulatory oversight, and related issue, on behalf of the Kentucky Office
of Attorney General.

Joint Application of Pennsylvania-American Water Company and Thames Water Aqua Holdings GmbH,
Pennsylvania Public Utility Commission, Docket Nos. A-212285F0096 and A-230073F0004. 2002.
Concerning the risks and benefits associated with the proposed acquisition of awater utility, on behalf of the
Pennsylvania Office of Consumer Advocate.

Application for Approval of the Transfer of Control of Kentucky-American Water Company to RWE AG and
Thames Water Aqua Holdings GmbH, Kentucky Public Service Commission, Case No. 2002-00018. 2002.
Concerning the risks and benefits associated with the proposed acquisition of awater utility, on behalf of the
Kentucky Office of Attorney General.
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Joint Petition for the Consent and Approval of the Acquisition of the Outstanding Common Stock of
American Water Works Company, Inc., the Parent Company and Controlling Shareholder of West Virginia-
American Water Company, West Virginia Public Service Commission, Case No. 01-1691-W-PC. 2002.
Concerning the risks and benefits associated with the proposed acquisition of awater utility, on behalf of the
Consumer Advocate Division of the West Virginia Public Service Commission.

Joint Petition of New Jer sey-American Water Company, Inc. and Thames Water Aqua Holdings GmbH for
Approval of Change in Control of New Jersey-American Water Company, Inc., New Jersey Board of Public
Utilities, Docket No. WM(01120833. 2002. Concerning the risks and benefits associated with the proposed
acquisition of awater utility, on behaf of the New Jersey Division of Ratepayer Advocate.

I1linois-American Water Company, Proposed General Increase in Water Rates, Illinois Commerce
Commission, Docket No. 02-0690. 2003. Concerning rate design and cost of service issues, on behalf of the
Illinois Office of the Attorney General .

Pennsylvania Public Utility Commission v. Pennsylvania-American Water Company, Pennsylvania Public
Utility Commission, Docket No. R-00038304. 2003. Concerning rate design and cost of service issues, on
behalf of the Pennsylvania Office of Consumer Advocate.

West Virginia-American Water Company, West Virginia Public Service Commission, Case No. 03-0353-W-
42T. 2003. Concerning affordability, rate design, and cost of service issues, on behaf of the West Virginia
Consumer Advocate Division.

Petition of Seabrook Water Corp. for an Increase in Rates and Charges for Water Service, New Jersey
Board of Public Utilities, Docket No. WR3010054. 2003. Concerning revenue requirements, rate design,
prudence, and regulatory policy, on behaf of the New Jersey Division of Ratepayer Advocate.

Chesapeake Ranch Water Co. v. Board of Commissioners of Calvert County, U.S. Digtrict Court for
Southern District of Maryland, Civil Action No. 8:03-cv-02527-AW. 2004. Submitted expert report
concerning the expected level of rates under various options for serving new commercial development, on
behalf of the plaintiff.

Testimony concerning Lead in Drinking Water, Committee on Government Reform, United States House of
Representatives. 2004. Concerning the trade-offs faced by low-income househol ds when drinking water
costsincrease, including an analysis of H.R. 4268.

West Virginia-American Water Company, West Virginia Public Service Commission, Case No. 04-0373-W-
42T. 2004. Concerning affordability and rate comparisons, on behalf of the West Virginia Consumer
Advocate Division.

West Virginia-American Water Company, West Virginia Public Service Commission, Case No. 04-0358-W-
PC. 2004. Concerning costs, benefits, and risks associated with awholesale water sales contract, on behalf
of the West Virginia Consumer Advocate Division.

Kentucky-American Water Company, Kentucky Public Service Commission, Case No. 2004-00103. 2004.
Concerning rate design and tariff issues, on behaf of the Kentucky Office of Attorney General.
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New Landing Utility, Inc., lllinois Commerce Commission, Docket No. 04-0610. 2005. Concerning the
adequacy of service provided by, and standards of performance for, awater and wastewater utility, on behalf
of the lllinois Office of Attorney General.

People of the Sate of Illinoisv. New Landing Utility, Inc., Circuit Court of the 15" Judicial Digtrict, Ogle
County, Illinois, No. 00-CH-97. 2005. Concerning the standards of performance for awater and
wastewater utility, including whether a receiver should be appointed to manage the utility’ s operations, on
behalf of the Illinois Office of Attorney General.

Hope Gas, Inc. d/b/a Dominion Hope, West Virginia Public Service Commission, Case No. 05-0304-G-
42T. 2005. Concerning the utility’s relationships with affiliated companies, including an appropriate level
of revenues and expenses associated with services provided to and received from affiliates, on behalf of the
West Virginia Consumer Advocate Division.

Monongahela Power Co. and The Potomac Edison Co., West Virginia Public Service Commission, Case
Nos. 05-0402-E-CN and 05-0750-E-PC. 2005. Concerning review of a plan to finance the construction of
pollution control facilities and related issues, on behaf of the West Virginia Consumer Advocate Division.

Joint Application of Duke Energy Corp., et al., for Approval of a Transfer and Acquisition of Control, Case
Kentucky Public Service Commission, No. 2005-00228. 2005. Concerning the risks and benefits
associated with the proposed acquisition of an energy utility, on behaf of the Kentucky Office of the
Attorney General.

Commonweal th Edison Company proposed general revision of rates, restructuring and price unbundling of
bundled service rates, and revision of other terms and conditions of service, Illinois Commerce
Commission, Docket No. 05-0597. 2005. Concerning rate design and cost of service, on behalf of the
Ilinois Office of Attorney General.

Pennsylvania Public Utility Commission v. Aqua Pennsylvania, Inc., Pennsylvania Public Utility
Commission, Docket No. R-00051030. 2006. Concerning rate design and cost of service, on behalf of the
Pennsylvania Office of Consumer Advocate.

Central Illinois Light Company d/b/a AmerenCILCO, Central Illinois Public Service Company d/b/a
AmerenCIPS and Illinois Power Company d/b/a Amerenl P, proposed general increasesin rates for
delivery service, Illinois Commerce Commission, Docket Nos. 06-0070, et al. 2006. Concerning rate
design and cost of service, on behalf of the Illinois Office of Attorney General.

Grens, et al., v. lllinoissAmerican Water Co., lllinois Commerce Commission, Docket Nos. 5-0681, et al.
2006. Concerning utility billing, metering, meter reading, and customer service practices, on behaf of the
Illinois Office of Attorney General and the Village of Homer Glen, Illinois.

Commonwealth Edison Company Petition for Approval of Tariffs Implementing ComEd’ s Proposed
Residential Rate Stabilization Program, 11linois Commerce Commission, Docket No. 06-0411. 2006.
Concerning a utility’ s proposed purchased power phase-in proposal, in behaf of the Illinois Office of
Attorney General.

Illinois-American Water Company, Application for Approval of its Annual Reconciliation of Purchased
Water and Purchased Sewage Treatment Surcharges Pursuant to 83 I1l. Adm. Code 655, Illinois Commerce
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Commission, Docket No. 06-0196. 2006. Concerning the reconciliation of purchased water and sewer
charges, on behalf of the Illinois Office of Attorney General and the Village of Homer Glen, Illinois.

Illinois-American Water Company, et al., lllinois Commerce Commission, Docket No. 06-0336. 2006.
Concerning the risks and benefits associated with the proposed divestiture of awater utility, on behalf of the
Illinois Office of Attorney General.

Joint Petition of Kentucky-American Water Company, et al., Kentucky Public Service Commission, Docket
No. 2006-00197. 2006. Concerning the risks and benefits associated with the proposed divestiture of a
water utility, on behaf of the Kentucky Office of Attorney General.

Agua lllinois, Inc. Proposed Increase in Water Rates for the Kankakee Division, Illinois Commerce
Commission, Docket No. 06-0285. 2006. Concerning various revenue requirement, rate design, and tariff
issues, on behalf of the County of Kankakee.

Housing Authority for the City of Pottsville v. Schuylkill County Municipal Authority, Court of Common
Pleas of Schuylkill County, Pennsylvania, No. S-789-2000. 2006. Concerning the reasonableness and
uniformity of rates charged by a municipal water authority, on behalf of the Pottsville Housing Authority.

Application of Pennsylvania-American Water Company for Approval of a Change in Control, Pennsylvania
Public Utility Commission, Docket No. A-212285F0136. 2006. Concerning the risks and benefits
associated with the proposed divestiture of awater utility, on behalf of the Pennsylvania Office of Consumer
Advocate.

Application of Artesian Water Company, Inc., for an Increase in Water Rates, Delaware Public Service
Commission, Docket No. 06-158. 2006. Concerning rate design and cost of service, on behalf of the Staff
of the Delaware Public Service Commission.

Central Illinois Light Company, Central Illinois Public Service Company, and Illinois Power Company:
Petition Requesting Approval of Deferral and Securitization of Power Costs, Illinois Commerce
Commission, Docket No. 06-0448. 2006. Concerning a utility’ s proposed purchased power phase-in
proposal, in behaf of the Illinois Office of Attorney General.

Petition of Pennsylvania-American Water Company for Approval to Implement a Tariff Supplement
Revising the Digtribution System Improvement Charge, Pennsylvania Public Utility Commission, Docket
No. P-00062241. 2007. Concerning the reasonableness of awater utility’s proposa to increasethe cap on a
statutorily authorized distribution system surcharge, on behalf of the Pennsylvania Office of Consumer
Advocate.

Adjustment of the Rates of Kentucky-American Water Company, Kentucky Public Service Commission,
Case No. 2007-00143. 2007. Concerning rate design and cost of service, on behalf of the Kentucky Office
of Attorney General.

Application of Kentucky-American Water Company for a Certificate of Convenience and Necessity
Authorizing the Construction of Kentucky River Sation |1, Associated Facilities and Transmission Main,
Kentucky Public Service Commission, Case No. 2007-00134. 2007. Concerning the life-cycle costs of a
planned water supply source and the impasition of conditions on the construction of that project, on behalf
of the Kentucky Office of Attorney Generd.
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Pa. Public Utility Commission v. Pennsylvania-American Water Company, Pennsylvania Public Utility
Commission, Docket No. R-00072229. 2007. Concerning rate design and cost of service, on behalf of the
Pennsylvania Office of Consumer Advocate.

Illinois-American Water Company Application for Approval of its Annual Reconciliation of Purchased
Water and Purchased Sewage Treatment Surcharges, I1linois Commerce Commission, Docket No. 07-
0195. 2007. Concerning the reconciliation of purchased water and sewer charges, on behalf of thelllinois
Office of Attorney General.

In the Matter of the Application of Aqua Ohio, Inc. to Increase Its Rates for Water Service Provided in the
Lake Erie Division, Public Utilities Commission of Ohio, Case N0.07-0564-WW-AIR. 2007. Concerning
rate design and cost of service, on behalf of the Office of the Ohio Consumers’ Counsel.

Pa. Public Utility Commission v. Aqua Pennsylvania Inc., Pennsylvania Public Utility Commission,
Docket No. R-00072711. 2008. Concerning rate design, on behalf of the Masthope Property Owners
Council..

Illinois-American Water Company Proposed increase in water and sewer rates, 11linois Commerce
Commission, Dacket No. 07-0507. 2008. Concerning rate design and demand studies, on behalf of the
Illinois Office of Attorney General.

Central Illinois Light Company, d/b/a AmerenCILCO; Central Illinois Public Service Company, d/b/a
AmerenCIPS; Illinois Power Company, d/b/a Amerenl P: Proposed general increasein rates for electric
delivery service, Illinois Commerce Commission Docket Nos. 07-0585, 07-0586, 07-0587. 2008.
Concerning rate design and cost of service studies, on behalf of the Illinois Office of Attorney General.

Commonwealth Edison Company: Proposed general increasein electric rates, 11linois Commerce
Commission Docket No. 07-0566. 2008. Concerning rate design and cost of service studies, on behaf of
the lllinois Office of Attorney General.

In the Matter of Application of Ohio American Water Co. to Increase Its Rates, Public Utilities
Commission of Ohio, Case No. 07-1112-WS-AIR. 2008. Concerning rate design and cost of service, on
behalf of the Office of the Ohio Consumers Counsel.

In the Matter of the Application of The East Ohio Gas Company d/b/a Dominion East Ohio for Authority
to Increase Rates for its Gas Service, Public Utilities Commission of Ohio, Case Nos. 07-829-GA-AIR, et
al. 2008. Concerning the need for, and structure of, an accel erated infrastructure replacement program
and rate surcharge, on behalf of the Office of the Ohio Consumers’ Counsdl.

Pa. Public Utility Commission v. Pennsylvania American Water Company, Pennsylvania Public Utility
Commission, Docket No. R-2008-2032689. 2008. Concerning rate design, cost of service study, and
other tariff issues, on behalf of the Pennsylvania Office of Consumer Advocate.

Pa. Public Utility Commission v. York Water Company, Pennsylvania Public Utility Commission, Docket
No. R-2008-2023067. 2008. Concerning rate design, cost of service study, and other tariff issues, on
behalf of the Pennsylvania Office of Consumer Advocate.
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93. Northern Illinois Gas Company d/b/a Nicor Gas Company, Illinois Commerce Commission, Docket No.
08-0363. 2008. Concerning rate design, cost of service, and automatic rate adjustments, on behalf of the
Illinois Office of Attorney General.

94. West Virginia American Water Company, West Virginia Public Service Commission, Case No. 08-0900-
W-42T. 2008. Concerning affiliated interest charges and relationships, on behalf of the Consumer
Advocate Division of the Public Service Commission of West Virginia

95. Illinois-American Water Company Application for Approval of its Annual Reconciliation of Purchased
Water and Purchased Sewage Treatment Surcharges, I1linois Commerce Commission, Docket No. 08-
0218. 2008. Concerning the reconciliation of purchased water and sewer charges, on behaf of the lllinois
Office of Attorney General.

96. Inthe Matter of Application of Duke Energy Ohio, Inc. for an Increase in Electric Rates, Public Utilities
Commission of Ohio, Case No. 08-0709-EL-AIR. 2009. Concerning rate design and cost of service, on
behalf of the Office of the Ohio Consumers’ Counsel.

97. The Peoples Gas Light and Coke Company and North Shore Gas Company Proposed General Increasein
Rates for Gas Service, l1linois Commerce Commission, Docket Nos. 09-0166 and 09-0167. 2009.
Concerning rate design and automatic rate adjustments on behalf of the Illinois Office of Attorney
General, Citizens Utility Board, and City of Chicago.

98. Illinois-American Water Company Proposed Increase in Water and Sewer Rates, Illinois Commerce
Commission, Docket No. 09-0319. 2009. Concerning rate design and cost of service on behalf of the
Illinois Office of Attorney General and Citizens Utility Board.

99. Pa. Public Utility Commission v. Aqua Pennsylvania Inc., Pennsylvania Public Utility Commission, Docket
No. R-2009-2132019. 2010. Concerning rate design, cost of service, and automatic adjustment tariffs, on
behalf of the Pennsylvania Office of Consumer Advocate.

100.Apple Canyon Utility Company and Lake Wildwood Utilities Corporation Proposed General Increasesin
Water Rates, Illinois Commerce Commission, Docket Nos. 09-0548 and 09-0549. 2010. Concerning
parent-company charges, quality of service, and other matters, on behalf of Apple Canyon Lake Property
Owners Association and Lake Wildwood Association, Inc.

101.Application of Aquarion Water Company of Connecticut to Amend its Rate Schedules, Connecticut
Department of Public Utility Control, Docket No. 10-02-13. 2010. Concerning rate design, proof of
revenues, and other tariff issues, on behalf of the Connecticut Office of Consumer Counsel.

102.I1linois-American Water Company Annual Reconciliation of Purchased Water and Sewage Treatment
Surcharges, Illinois Commerce Commission, Docket No. 09-0151. 2010. Concerning the reconciliation
of purchased water and sewer charges, on behaf of thelllinois Office of Attorney General.

103.Pa. Public Utility Commission v. Pennsylvania-American Water Co., Pennsylvania Public Utility
Commission, Dacket Nos. R-2010-2166212, et al. 2010. Concerning rate design and cost of service
study for four wastewater utility districts, on behalf of the Pennsylvania Office of Consumer Advocate.

104.Central lllinois Light Company d/b/a AmerenCILCO, Central Illinois Public Service Company d/b/a
AmerenCIPS Illinois Power Company d/b/a Amerenl P Petition for accounting order, Illinois Commerce
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Commission, Docket No. 10-0517. 2010. Concerning ratemaking procedures for amulti-district electric
and natural gas utility, on behalf of the Illinois Office of Attorney General.

105.Commonwealth Edison Company Petition for General Increase in Delivery Service Rates, Illinois
Commerce Commission Docket No. 10-0467. 2010. Concerning rate design and cost of service study, on
behalf of the Illinois Office of Attorney General.

106.Pa. Public Utility Commission v. City of Lancaster Bureau of Water, Pennsylvania Public Utility
Commission, Docket No. R-2010-2179103. 2010. Concerning rate design, cost of service, and cost
allocation, on behaf of the Pennsylvania Office of Consumer Advocate.

107.Application of Yankee Gas Services Company for Amended Rate Schedules, Connecticut Department of
Public Utility Control, Docket No. 10-12-02. 2011. Concerning rate design and cost of service for a natural
gas utility, on behalf of the Connecticut Office of Consumers Counsdl.

108.California-American Water Company, California Public Utilities Commission, Application 10-07-007.
2011. Concerning rate design and cost of service for multiple water-utility service areas, on behalf of The
Utility Reform Network.

109.Little Washington Wastewater Company, Inc., Masthope Wastewater Division, Pennsylvania Public Utility
Commission Docket No. R-2010-2207833. 2011. Concerning rate design and various revenue
reguirementsissues, on behaf of the Masthope Property Owners Council.

110.In the matter of Pittsfield Aqueduct Company, Inc., New Hampshire Public Utilities Commission Case No.
DW 10-090. 2011. Concerning rate design and cost of service on behaf of the New Hampshire Office of
the Consumer Advocate.

111.In the matters of Pennichuck Water Works, Inc. Permanent Rate Case and Petition for Approval of
Foecial Contract with Anheuser-Busch, Inc., New Hampshire Public Utilities Commission Case Nos. DW
10-091 and DW 11-014. 2011. Concerning rate design, cost of service, and contract interpretation on
behalf of the New Hampshire Office of the Consumer Advocate.

112.Artesian Water Co., Inc. v. Chester Water Authority, U.S. District Court for the Eastern District of
Pennsylvania Case No. 10-CV-07453-JP. 2011. Concerning cost of service, ratemaking methods, and
contract interpretation on behalf of Chester Water Authority.

113.North Shore Gas Company and The Peoples Gas Light and Coke Company Proposed General Increases
in Rates for Gas Service, Illinois Commerce Commission, Docket Nos. 11-0280 and 11-0281. 2011.
Concerning rate design and cost of service on behalf of the Illinois Office of Attorney Generd, the
Citizens Utility Board, and the City of Chicago.

114.Ameren Illinois Company: Proposed general increasein eectric delivery service rates and gas delivery
servicerates, Illinois Commerce Commission, Docket Nos. 11-0279 and 11-0282. 2011. Concerning rate
design and cost of service for natural gas and electric distribution service, on behalf of the Illinois Office
of Attorney General and the Citizens Utility Board.

115.Pa. Public Utility Commission v. Pennsylvania-American Water Co., Pennsylvania Public Utility
Commission, Dacket No. R-2011-2232243. 2011. Concerning rate design, cost of service, sales forecast,
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and automatic rate adjustments on behalf of the Pennsylvania Office of Consumer Advocate.

116.Aqua lllinois, Inc. Proposed General Increase in Water and Sewer Rates, |llinois Commerce
Commission, Dacket No. 11-0436. 2011. Concerning rate design and cost of service on behalf of the
Illinois Office of Attorney General.

117.City of Nashua Acquisition of Pennichuck Corporation, New Hampshire Public Utilities Commission,
Docket No. DW 11-026. 2011. Concerning the proposed acquisition of an investor-owned utility holding
company by a municipality, including appropriate ratemaking methodol ogies, on behalf of the New
Hampshire Office of Consumer Advocate.

118.An Application by Heritage Gas Limited for the Approval of a Schedule of Rates, Tolls and Charges,
Nova Scotia Utility and Review Board, Case NSUARB-NG-HG-R-11. 2011. Concerning rate design and
cost of service, on behalf of the Nova Scotia Consumer Advocate.

119.An Application of Halifax Regional Water Commission for Approval of a Cost of Service and Rate Design
Methodol ogy, Nova Scotia Utility and Review Board , Case NSUARB-W-HRWC-R-11. 2011.
Concerning rate design and cost of service, on behalf of the Nova Scotia Consumer Advocate.

120.National Grid USA and Liberty Energy Utilities Corp., New Hampshire Public Utilities Commission,
Docket No. DG 11-040. 2011. Concerning the costs and benefits of a proposed merger and related
conditions, on behalf of the New Hampshire Office of Consumer Advocate.

121.Great Northern Utilities, Inc., et al., Illinois Commerce Commission, Docket Nos. 11-0059, et al. 2012.
Concerning options for mitigating rate impacts and consolidating small water and wastewater utilities for
ratemaking purposes, on behalf of the Illinois Office of Attorney General.

122.Pa. Public Utility Commission v. Aqua Pennsylvania, Inc., Pennsylvania Public Utility Commission,
Docket No. R-2011-2267958. 2012. Concerning rate design, cost of service, and automatic rate
adjustment mechanisms, on behalf of the Pennsylvania Office of Consumer Advocate.

123.Golden Sate Water Company, California Public Utilities Commission, Application 11-07-017. 2012.
Concerning rate design and quality of service, on behaf of The Utility Reform Network.

124.Golden Heart Utilities, Inc. and College Utilities Corporation, Regulatory Commission of Alaska, Case
Nos. U-11-77 and U-11-78. 2012. Concerning rate design and cost of service, on behalf of the Alaska
Office of the Attorney General.

125.11linois-American Water Company, Illinois Commerce Commission, Docket No. 11-0767. 2012.
Concerning rate design, cost of service, and automatic rate adjustment mechanisms, on behalf of the
Illinois Office of Attorney General.

126.Application of Tidewater Utilities, Inc., for a General Rate Increasein Water Base Rates and Tariff
Revisions, Delaware Public Service Commission, Docket No. 11-397. 2012. Concerning rate design and
cost of service study, on behalf of the Staff of the Delaware Public Service Commission.

127.In the Matter of the Philadel phia Water Department’ s Proposed Increase in Rates for Water and
Wastewater Utility Services, Philadel phia Water Commissioner, FY 2013-2016. 2012. Concerning rate
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design and related issues for storm water service, on behalf of Citizens for Pennsylvania s Future.

128.Corix Utilities (Illinois) LLC, Hydro Sar LLC, and Utilities Inc. Joint Application for Approval of a
Proposed Reorganization, I1linois Commerce Commission, Docket No. 12-0279. 2012. Concerning
merger-related synergy savings and appropriate ratemaking treatment of the same, on behalf of the
Illinois Office of Attorney General.

129.North Shore Gas Company and The Peoples Gas Light and Coke Company, Illinois Commerce
Commission, Docket Nos. 12-0511 and 12-0512. 2012. Concerning rate design, cost of service study,
and automatic rate adjustment tariff on behaf of the lllinois Office of Attorney General.

130.Pa. Public Utility Commission v. City of Lancaster Sewer Fund, Pennsylvania Public Utility Commission,
Docket No. R-2012-2310366. 2012. Concerning rate design, cost of service, and cost allocation, on behalf
of the Pennsylvania Office of Consumer Advocate.

131.Aquarion Water Company of New Hampshire, New Hampshire Public Utilities Commission, Docket No.
DW 12-085. 2013. Concerning tariff issues, including an automatic adjustment clause for infrastructure
improvement, on behalf of the New Hampshire Office of Consumer Advocate.

132.In the Matter of the Application of Duke Energy Ohio, Inc., for an Increasein Electric Distribution Rates,
Public Utilities Commission of Ohio, Case No. 12-1682-EL-AIR, et al. 2013. Concerning rate design and
tariff issues, on behalf of the Office of the Ohio Consumers’ Counsel.

133.In the Matter of the Application of Duke Energy Ohio, Inc., for an Increasein Natural Gas Distribution
Rates, Public Utilities Commission of Ohio, Case No. 12-1685-GA-AIR, et a. 2013. Concerning cost-of-
service study, rate design, and tariff issues, on behalf of the Office of the Ohio Consumers Counsel.

134.In the Matter of the Application of The Dayton Power and Light Company to Establish a Sandard
Service Offer in the Form of an Electric Security Plan, Public Utilities Commission of Ohio, Case No.
12-426-EL-SSO, et al. 2013. Concerning rate design, on behalf of the Office of the Ohio Consumers
Counsdl.

135.Application of the Halifax Regional Water Commission, for Approval of Amendmentsto its Schedule of
Rates and Charges and Schedule of Rules and Regulations for the delivery of water, public and private
fire protection, wastewater and stormwater services, Nova Scotia Utility and Review Board, Matter No.
MO05463. 2013. Concerning rate design, cost-of-service study, and miscellaneous tariff provisions, on
behalf of the Consumer Advocate of Nova Scotia.

136.California Water Service Co. General Rate Case Application , Caifornia Public Utilities Commission,
Docket No. A.12-07-007. 2013. Concerning rate design, phase-in plans, low-income programs, and other
tariff issues, on behalf of The Utility Reform Network.

137.Application of The United Illuminating Company to Amend its Rate Schedules, Connecticut Public Utility
Regulatory Authority, Docket No. 13-01-19. 2013. Concerning sales forecast, rate design, and other tariff
issues, on behalf of the Connecticut Office of Consumer Counsel.

138.Application of Aquarion Water Company of Connecticut to Amend its Rate Schedules, Connecticut Public
Utility Regulatory Authority, Docket No. 13-02-20. 2013. Concerning sales forecast and rate design on



Curriculum Vitae for Scott J. Rubin Page 23

behalf of the Connecticut Office of Consumer Counsdl.

139.Ameren Illinois Company, Proposed General Increasein Natural Gas Delivery Service Rates, Illinois
Commerce Commission, Docket No. 13-0192. 2013. Concerning rate design and revenue allocation, on
behalf of the lllinois Office of Attorney General and Citizens Utility Board.

140.Commonweal th Edison Company, Tariff filing to present the llinois Commerce Commission with an
opportunity to consider revenue neutral tariff changes related to rate design, Docket No. 13-0387. 2013.
Concerning rate design and cost of service study issues, on behalf of the Illinois Office of Attorney
Generadl.

141.In the Matter of the Potomac Electric Power Company for Authority to Increase Existing Retail Rates and
Chargesfor Electric Distribution Service, District of Columbia Public Service Commission, Formal Case
No. 1103. 2013. Concerning rate design, revenue allocation, and cost-of-service study issues, on behalf
of the Digtrict of Columbia Office of Peoples' Counsdl.

142.Pa. Public Utility Commission v. Pennsylvania-American Water Co., Pennsylvania Public Utility
Commission, Docket No. R-2013-2355276. 2013. Concerning rate design, revenue allocation, and
regulatory policy, on behalf of the Pennsylvania Office of Consumer Advocate.

143.In the Matter of the Revenue Requirement and Transmission Tariff Designated as TA364-8 filed by
Chugach Electric Association, Inc., Regulatory Commission of Alaska, U-13-007. 2013. Concerning rate
design and cost-of -service study issues, on behalf of the Alaska Office of the Attorney General.

144.Ameren Illinois Company: Tariff filing to present the I1linois Commerce Commission with an opportunity
to consider revenue neutral tariff changes related to rate design, Docket No. 13-0476. 2013. Concerning
rate design and cost of service study issues, on behalf of the Illinois Office of Attorney General.

145.Pa. Public Utility Commission v. City of Bethlehem Bureau of Water, Pennsylvania Public Utility
Commission, Docket No. R-2013-2390244. 2014. Concerning rate design, cost of service study, and
revenue allocation on behalf of the Pennsylvania Office of Consumer Advocate.

146.In the Matter of the Tariff Revision Designated as TA332-121 filed by the Municipality of Anchorage
d/b/a Municipal Light and Power Department, Regulatory Commission of Alaska, U-13-184. 2014.
Concerning rate design and cost-of -service study issues, on behalf of the Alaska Office of the Attorney
General.

147.Pa. Public Utility Commission v. Pike County Light and Power Co. - Gas, Pennsylvania Public Utility
Commission, Dacket No. R-2013-2397353. 2014. Concerning rate design and revenue allocation on
behalf of the Pennsylvania Office of Consumer Advocate.

148.Pa. Public Utility Commission v. Pike County Light and Power Co. - Electric, Pennsylvania Public Utility
Commission, Docket No. R-2013-2397237. 2014. Concerning rate design, cost of service study, and
revenue allocation on behalf of the Pennsylvania Office of Consumer Advocate.

149.The Peoples Gas Light and Coke Company North Shore Gas Company Proposed General Increasein
Rates for Gas Service, Illinois Commerce Commission, Docket Nos. 14-0224 and 14-0225. 2014.
Concerning rate design on behalf of the Illinois Office of the Attorney General and the Environmental
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Law and Policy Center.

150.Apple Valley Ranchos Water Company, California Public Utilities Commission, Docket No. A.14-01-002.
2014. Concerning rate design and automatic rate adjustment mechanisms on behalf of the Town of Apple
Valey.

151.Application by Heritage Gas Limited for Approval to Amend its Franchise Area, Nova Scotia Utility and
Review Board, Matter No. M06271. 2014. Concerning criteria, terms, and conditions for expanding a
utility's service area and using transported compressed natural gas to serve small retail customers, on
behalf of the Nova Scotia Consumer Advocate.

152.Notice of Intent of Entergy Mississippi, Inc. to Moder nize Rates to Support Economic Devel opment,
Power Procurement, and Continued Investment, Mississippi Public Service Commission Docket No.
2014-UN-132. 2014. Concerning rate design and tariff issues, on behalf of the Mississippi Public
Utilities Staff.

153.Pa. Public Utility Commission v. City of Lancaster Bureau of Water, Pennsylvania Public Utility
Commission, Docket No. R-2014-2418872. 2014. Concerning rate design, cost of service study, and
revenue allocation on behalf of the Pennsylvania Office of Consumer Advocate.

154.Pa. Public Utility Commission v. Borough of Hanover Municipal Water Works, Pennsylvania Public
Utility Commission, Docket No. R-2014-2428304. 2014. Concerning rate design, cost of service study,
and revenue allocation on behalf of the Pennsylvania Office of Consumer Advocate.

155.Investigation of Commonwealth Edison Company's Cost of Service for Low-Use Customersin Each
Residential Class, lllinois Commerce Commission, Docket No. 14-0384. 2014. Concerning rate design
on behdf of the Illinois Office of Attorney General.

156.Application of the Halifax Regional Water Commission, for Approval of its Schedule of Rates and
Charges and Schedule of Rules and Regulations for the Provision of Water, Public and Private Fire
Protection, Wastewater and Stormwater Services, Nova Scotia Utility and Review Board, Matter No.
MO06540. 2015. Concerning rate design, cost of service study, and tariff issues on behalf of the Nova
Scotia Consumer Advocate.

157.Testimony concerning organization and regulation of Philadelphia Gas Works, Philadelphia City
Council's Special Committee on Energy Opportunities. 2015.

158.Testimony concerning proposed telecommuni cations legidation, Maine Joint Standing Committee on
Energy, Utilities, and Technology. 2015.

159.Pa. Public Utility Commission v. United Water Pennsylvania, Inc., Pennsylvania Public Utility
Commission, Docket No. R-2015-2462723. 2015. Concerning rate design, cost of service study, and
revenue allocation on behalf of the Pennsylvania Office of Consumer Advocate.

160.Ameren Illinois Company Proposed General Increase in Gas Delivery Service Rates, 11linois Commerce
Commission, Dacket No. 15-0142. 2015. Concerning rate design on behalf of the Illinois Office of
Attorney General.
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161.Maine Natural Gas Company Request for Multi-Year Rate Plan, Maine Public Utilities Commission,
Docket No. 2015-00005. 2015. Concerning rate design and automatic rate adjustment tariffs on behalf of
the Maine Office of the Public Advocate.

162.Application of Ohio Edison Company, The Cleveland Electric Illuminating Company and The Toledo
Edison Company for Authority to Provide for a Sandard Service Offer, Public Utilities Commission of
Ohio, Case No. 14-1297-EL-SSO. 2015. Concerning rate design and proposed rate discounts on behalf of
the Office of the Ohio Consumers Counsel.

163.An Application of the Halifax Regional Water Commission, for approval of revisionsto its Cost of Service
Manual and Rate Design for Stormwater Service, Nova Scotia Utility and Review Board, Matter No.
MQ7147. 2016. Concerning stormwater rate design and cost of service, on behalf of the Nova Scotia
Consumer Advocate.

164.In the Matter of An Application by Heritage Gas Limited for Enhancement to Its Existing Residential
Retro-Fit Assistance Fund, Nova Scotia Utility and Review Board, Matter No. M07146. 2016.
Concerning costs and benefits associated with utility system expansion, on behalf of the Nova Scotia
Consumer Advocate.

165.1n the Matter of the Application of UNSElectric, Inc. for the Establishment of Just and Reasonable Rates
and Charges, Arizona Corporation Commission, Docket No. E-04204A-15-0142. 2016. Concerning rate
design and residential demand charges on behalf of Arizona Utility Ratepayer Alliance.

166.1n the Matter of Application of Water Service Corporation of Kentucky for a General Adjustment in
Existing Rates, Kentucky Public Service Commission, Case No. 2015-00382. 2016. Concerning rate
design and service area consolidation on behalf of the Kentucky Office of the Attorney General.

167.Massachusetts Electric Company and Nantucket Electric Company, Massachusetts Department of Public
Utilities, Docket No. DPU 15-155. 2016. Concerning rate design and cost-of-service studies on behalf of
the Massachusetts Office of Attorney General.

168.In the Matter of Abenaki Water Company, New Hampshire Public Utilities Commission, Docket No. DW
15-199. 2016. Concerning rate design on behalf of the New Hampshire Office of the Consumer
Advocate.

169.In the Matter of an Application by Heritage Gas Limited for Approval of its Customer Retention
Program, Nova Scotia Utility and Review Board Matter No. M07346. 2016. Concerning aregulatory
response to competition and potential business failure on behalf of the Nova Scotia Consumer Advocate.

170.Joint Application of Pennsylvania-American Water Company and the Sewer Authority of the City of
Scranton, Pennsylvania Public Utility Commission Docket No. A-2016-2537209. 2016. Concerning the
lawfulness, costs and benefits, and ratemaking treatment of a proposed acquisition of a combined
wastewater and storm water utility on behalf of the Pennsylvania Office of Consumer Advocate.

171.Application of The United Illuminating Company to Amend its Rate Schedules, Connecticut Public Utility
Regulatory Authority Docket No. 16-06-04. 2016. Concerning rate design, cost-of-service study, and
other tariff issues on behalf of the Connecticut Office of Consumer Counsel.
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172.Ameren Illinois Company Tariff filing to present the I1linois Commerce Commission with an opportunity
to consider revenue neutral tariff changes related to rate design, Illinois Commerce Commission Docket
No. 16-0387. 2016. Concerning rate design and cost-of-service study on behaf of the lllinois Office of
the Attorney General.

173.Unitil Energy Systems, Inc., New Hampshire Public Utilities Commission Docket No. 16-384. 2016.
Concerning rate design and cost-of -service study on behalf of the New Hampshire Office of Consumer
Advocate.

174.Liberty Utilities (Granite State Electric) Corp., New Hampshire Public Utilities Commission Docket No.
16-383. 2016. Concerning rate design and cost-of-service study on behaf of the New Hampshire Office
of Consumer Advocate.

175.Arizona Public Service Co., Arizona Corporation Commission Docket No. E-01345A-16-0123. 2017.
Concerning rate design and cost-of -service study on behalf of the Arizona Utility Ratepayer Alliance.

176.Commonwealth Edison Company, Tariff filing to present the lllinois Commerce Commission with an
opportunity to consider revenue neutral tariff changesrelated to rate design, Illinois Commerce
Commission Docket No. 17-0049. 2017. Concerning rate design and cost of service study issues, on
behalf of the Illinois Office of Attorney General.

177.NSTAR Electric Company and Western Massachusetts Electric Company, Massachusetts Department of
Public Utilities Docket No. D.P.U. 17-05. 2017. Concerning rate design and cost of service study issues,
on behalf of the Massachusetts Office of Attorney General.

178.In the Matter of the Tariff Revision Designated as TA857-2 Filed by Alaska Power Company, Regulatory
Commission of Alaska No. U-16-078. 2017. Concerning rate design and cost of service study issues on
behalf of the Alaska Office of the Attorney General.

179.In the Matter of the Application of Minnesota Power for Authority to Increase Rates for Electric Utility
Service in Minnesota, Minnesota Public Utilities Commission Docket No. EO15/GR-16-664. 2017.
Concerning rate design and cost of service study issues on behaf of AARP.

180.Pennsylvania Public Utility Commission v. Pennsylvania-American Water Company, Pennsylvania Public
Utility Commission, Docket No. R-2017-2595853. 2017. Concerning rate design, cost of service, and
policy issues, on behaf of the Pennsylvania Office of Consumer Advocate.

181.Aqua lllinois, Inc. Proposed Rate Increases for Water and Sewer Services, Illinois Commerce
Commission, Daocket No. 17-0259. 2017. Concerning rate design and single-tariff pricing, on behalf of
the lllinois Office of Attorney General.

182.Petition of Pennsylvania-American Water Company for Approval of Tariff Changes and Accounting and
Rate Treatment Related to Replacement of Lead Customer-Owned Service Pipes, Pennsylvania Public
Utility Commission, Docket No. P-2017-2606100. 2017. Concerning public policy and ratemaking
issues associated with the replacement of customer-owned lead service lines, on behalf of the
Pennsylvania Office of Consumer Advocate.

183.In the Matter of Application and Notice of Change in Natural Gas Rates of Montana-Dakota Utilities Co.,
North Dakota Public Service Commission, Case No. PU-17-295. 2017. Concerning rate design and cost
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of service study issues, on behalf of AARP.

184.Aqua lllinois, Inc. Petition for the Issuance of a Certificate of Public Convenience and Necessity to
Operate a Water and Wastewater System in the Village of Peotone, 11linois Commerce Commission,
Docket No. 17-0314. 2018. Concerning rate consolidation and rate design, on behalf of the Illinois Office
of Attorney General.

185.Application of the Connecticut Light and Power Company d/b/a Eversource Energy to Amend its Rate
Schedules, Connecticut Public Utilities Regulatory Authority, Docket No. 17-10-46. 2018. Concerning
rate design issues, on behalf of the Connecticut Office of Consumer Counsel.

186.Application by Heritage Gas for Approval of a Long-Term Natural Gas Transportation Contract and
Cost Recovery Mechanism, Nova Scotia Utility and Review Board, Matter M08473. 2018. Concerning
evaluation of costs, benefits, and risks of along-term natural gas pipeline contract, on behalf of the
Consumer Advocate of Nova Scotia.

187.Boston Gas Company and Colonial Gas Company, Massachusetts Department of Public Utilities, D.P.U.
17-170. 2018. Concerning class revenue allocation and rate design, on behalf of the Massachusetts Office
of Attorney General.

188.In the Matter of the Application of Maryland-American Water Company for Authority to Adjust its
Existing Schedule of Tariffs and Rates, Maryland Public Service Commission, Case No. 9487. 2018.
Concerning cost-of -service study, on behalf of the Staff of the Maryland Public Service Commission.

189.Joint Application and Petition of South Carolina Electric & Gas Company and Dominion Energy, Inc. for
review and approval of a proposed business combination between SCANA Corporation and Dominion
Energy, Inc., as may be required, and for a prudency determination regarding the abandonment of the
V.C. Summer Units 2 & 3 Project and associated merger benefits and cost recovery plans, South Carolina
Public Service Commission, Docket No. 2017-370-E. 2018. Concerning regulatory policy, prudency of
decision-making, and cost sharing, on behalf of AARP.

190.Application of Transource Pennsylvania, LLC for approval of the Sting and Construction of the 230 kV
Transmission Line Associated with the Independence Energy Connection - East and West Projectsin
portions of York and Franklin Counties, Pennsylvania, Pennsylvania Public Utility Commission, Docket
Nos. A-2017-2640195, et a. 2018. Concerning regulatory policy and benefit-cost analysis for a proposed
high-voltage eectric transmission line, on behalf of the Pennsylvania Office of Consumer Advocate.

191.Pa. Public Utility Commission v. Pittsburgh Water and Sewer Authority, Pennsylvania Public Utility
Commission, Dacket Nos. R-2018-3002645, et al. 2018. Concerning cost-of-service study and rate
design for awater and wastewater utility, on behalf of the Pennsylvania Office of Consumer Advocate.

192.West Virginia-American Water Company Rule 42T Tariff Filing to Increase Rates and Charges, West
Virginia Public Service Commission, Case No. 18-0573-W-42T, et a. 2018. Concerning revenue
decoupling, on behalf of the Consumer Advocate Division.

193.Philadelphia Gas Works and Philadel phia Facilities Management Cor poration Petition for Approval and
Recommendation for Approval of Certain Transactions and Contracts for the Purchase, Sorage,
Distribution and/or Transmission of Natural and Other Gas, and also Certain Transactions and
Contracts Respecting Real Property Owned by the City of Philadel phia and Operated by the Philadel phia
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Gas Works, Philadel phia Gas Commission. 2018. Concerning regulatory policy and cost-benefit analysis
for a proposed public-private partnership, on behalf of the Philadel phia Public Advocate.

194.Pa. Public Utility Commission v. Aqua Pennsylvania, Inc., and Aqua Pennsylvania Wastewater, Inc.,
Pennsylvania Public Utility Commission, Docket Nos. R-2018-3003558, et a. 2018. Concerning rate
design, class revenue allocation, and automatic rate adjustment mechanism, on behalf of the Pennsylvania
Office of Consumer Advaocate.

195.In the Matter of Commission Initiated Investigation into Rates and Revenue Requirements and Customer
Service and Communication Issues Pertaining to Central Maine Power Company, Maine Public Utilities
Commission, Dacket No. 2018-00194. 2019. Concerning cost-of-service studies and rate design, on
behalf of the Maine Office of Public Advocate.

196.Northern Illinois Gas Company d/b/a Nicor Gas Company: Proposed general increase in gas rates,
I1linois Commerce Commission, Docket No. 18-1775. 2019. Concerning rate design, cost-of-service
study, class revenue allocation, and automatic rate adjustment mechanisms, on behalf of the Illinois
Office of the Attorney General.

197.Massachusetts Electric Co. and Nantucket Electric Co., d/b/a/ National Grid, Massachusetts Department
of Public Utilities, D.P.U. 18-150. 2019. Concerning rate design, cost-of-service study, class revenue
allocation, and time-of-use rates, on behalf of the Massachusetts Office of Attorney General.

198.Implementation of Chapter 32 of the Public Utility Code Regarding Pittsburgh Water and Sewer
Authority — Sage 1, Pennsylvania Public Utility Commission, Docket Nos. M-2018-2640802 and
M-2018-2640803. 2019. Concerning billing, metering, rate design, and other compliance issuesfor a
municipal water authority, on behalf of the Pennsylvania Office of Consumer Advocate.

199.Commonwealth Edison Company Petition for approval of a Revision to Integrated Distribution Company
Implementation Plan. Creation of Rate Residential Time of Use Pricing Pilot (“ Rate RTOUPP”). lllinois
Commerce Commission, Docket Nos. 18-1725/18-1824 (Cons.). Concerning time-of-use rates, on behalf
of the Illinois Office of Attorney General.

200.Washington Utilities and Transportation Commission v. Northwest Natural Gas Co., Washington Utilities
and Transportation Commission, Docket UG-181053. 2019. Concerning a proposed revenue decoupling
automatic rate adjustment mechanism, on behalf of the Washington Office of Attorney General, Public
Counsel Unit.

201.1n the Matter of the Application of Washington Gas Light Company for Authority to Increase Existing
Rates and Charges and to Revise its Terms and Conditions for Gas Service, Maryland Public Service
Commission, Case No. 9605. 2019. Concerning cost-of-service study on behaf of the Staff of the
Maryland Public Service Commission.

202.Public Service Company of New Hampshire, d/b/a Eversource Energy, New Hampshire Public Utilities
Commission, Docket No. DE 19-057. 2019. Concerning class revenue allocation, rate design, revenue
decoupling, other automatic rate adjustment mechanisms, and miscellaneous tariff issues on behalf of
AARP.

203.1n the Matter of the Application of Southwest Gas Corporation for the Establishment of Just and
Reasonable Rates and Charges Designed to Realize a Reasonable Rate of Return on the Fair Value of the
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Properties of Southwest Gas Corporation Devoted to its Arizona Operations, Arizona Corporation
Commission, Dacket No. G-01551A-19-0055. 2020. Concerning certain rel ationships with affiliates,
premature pipe replacement, revenue decoupling, automatic rate adjustment mechanisms, and rate design
on behalf of Arizona Grain, Inc.

204.Petition of NSTAR Gas Company d/b/a Eversource Energy for Approval of an Increase in Base
Distribution Rates, Massachusetts Department of Public Utilities, Docket No. D.P.U. 19-120. 2020.
Concerning cost-of-service study, class revenue allocation, surcharges, and miscellaneous tariff
provisions, on behalf of the Massachusetts Office of Attorney General.

205.1n the Matter of an Application of the Halifax Regional Water Commission for Approval of a Schedule of
Rates and Charges, Nova Scotia Utility and Review Board, Matter M09589. 2020. Concerning regul atory
policy, cost-of-service study, and rate design, on behalf of the Nova Scotia Consumer Advocate.

206.Pa. Public Utility Commission v. UGI Utilities Inc. - Gas Division, Pennsylvania Public Utility
Commission, Daocket No. R-2019-3015162. 2020. Concerning regulatory policy, on behaf of the
Pennsylvania Office of Consumer Advocate.

207.Pa. Public Utility Commission v. Philadelphia Gas Works, Pennsylvania Public Utility Commission,
Docket No. R-2020-3017206. 2020. Concerning regulatory policy, on behalf of the Pennsylvania Office
of Consumer Advocate.

208.Pa. Public Utility Commission v. Pittsburgh Water and Sewer Authority, Pennsylvania Public Utility
Commission, Docket Nos. R-2020-3017951, et al. 2020. Concerning regulatory policy, cost-of-service
study, and rate design, on behalf of the Pennsylvania Office of Consumer Advocate.

209.Pa. Public Utility Commission v. Columbia Gas of Pa., Pennsylvania Public Utility Commission, Docket
No. R-2020-3018835. 2020. Concerning regulatory policy, on behalf of the Pennsylvania Office of
Consumer Advocate.



Pa. PUC v. Pa. American Water Co.
Docket Nos. R-2020-3019369, et al.

Pandemic-related data for counties served by PAWC
(Note: PAWC does not serve entire population of all counties listed)

Unemployment

Unemployment

Unemployment

Schedule SJR-1
Page 1 of 1

Population COVID-19 Cases Rate as of February  Rate as of April Rate as of July % Change from
County (2018) as of 9/1/2020 Cases per 100,000 2020 2020 2020 Feb.

Adams 102,023 648 635 3.5 14.9 10.1 189%
Allegheny 1,225,561 10,376 847 43 16.2 14.3 233%
Armstrong 66,331 320 482 5.8 17.8 14.4 148%
Beaver 166,896 1,618 969 5.2 18.7 15.8 204%
Berks 416,642 6,095 1,463 4.6 17.2 12.9 180%
Bucks 626,370 7,824 1,249 4.1 15.4 12.9 215%
Butler 186,566 789 423 43 15.9 11.7 172%
Centre 161,443 491 304 3.6 10.4 8.8 144%
Chester 517,156 5,671 1,097 33 11.9 10.1 206%
Clarion 38,827 98 252 5.5 17.3 11.6 111%
Clearfield 80,216 228 284 5.8 17.2 13.2 128%
Clinton 39,074 137 351 5.9 16.1 12.0 103%
Columbia 66,220 675 1,019 4.8 15.4 11.2 133%
Cumberland 247,433 1,546 625 3.6 12.3 10.0 178%
Dauphin 274,515 3,355 1,222 4.2 15.0 13.1 212%
Fayette 132,289 694 525 6.6 20.5 17.0 158%
Indiana 85,755 430 501 5.5 15.9 134 144%
Jefferson 44,084 97 220 5.2 16.7 13.2 154%
Lackawanna 211,454 2,093 990 5.2 17.7 14.5 179%
Lancaster 538,347 6,789 1,261 3.7 15.2 11.1 200%
Lawrence 87,382 464 531 6.3 18.6 15.2 141%
Lebanon 138,674 1,736 1,252 4.2 14.1 12.0 186%
Luzerne 317,884 3,788 1,192 6.0 19.0 16.1 168%
McKean 41,806 40 96 6.6 18.5 14.3 117%
Monroe 167,586 1,716 1,024 5.8 20.5 17.4 200%
Montgomery 821,301 11,093 1,351 3.7 14.0 11.9 222%
Northampton 301,778 4,120 1,365 4.6 16.3 134 191%
Northumberland 92,325 692 750 5.7 17.1 13.5 137%
Pike 55,498 543 978 6.0 19.4 16.1 168%
Schuylkill 143,555 992 691 5.4 16.6 13.5 150%
Susquehanna 41,340 269 651 4.8 13.1 10.9 127%
Union 45,114 386 856 4.0 13.9 10.2 155%
Warren 40,035 28 70 5.3 13.2 12.7 140%
Washington 207,547 1,066 514 4.9 17.4 14.3 192%
Wayne 51,536 178 345 5.4 18.1 14.1 161%
York 444,014 3,442 775 4.1 15.3 11.4 178%
Total 8,224,577 80,527 979 4.4 15.7 12.9 191%
Sources:

Population: US Census Bureau, American Community Survey, Table B01003 Total Population (5-year estimate, 2014-2018)

COVID-19 cases:
Unemployment:

https://www.health.pa.gov/topics/disease/coronavirus/Pages/Cases.aspx
Pa. Dept. of Labor & Industry, seasonally adjusted unemployment rate for July (released 9/1/2020)

https://www.workstats.dli.pa.gov/MediaCenter/MonthlyNews/Pages/default.aspx
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Financial Repercussions from COVID-19

For many families, financial circumstances in 2020
look very different than they did in late 2019 when
the SHED was fielded. In order to gain further infor-
mation about these changing circumstances, the Fed-
eral Reserve Board fielded a supplemental survey in
April 2020. From the start of March through early
April 2020, 19 percent of adults reported losing a
job, being furloughed, or having their hours reduced.
Among those experiencing these employment disrup-
tions, over one-third expected to have difficulty with
their bills in April. Yet, for those not experiencing an
employment disruption, financial outcomes at the
time of the supplemental survey were largely similar
to those observed in the fourth quarter of 2019.

Employment and Work from Home

Thirteen percent of adults, representing 20 percent
of people who had been working in February,
reported that they lost a job or were furloughed in
March or the beginning of April 2020 (figure 39).°
These job losses were most severe among workers
with lower incomes. Thirty-nine percent of people

30 Respondents were asked about employment events between
March 1 and when they took the survey. The survey was in the
field from April 3 through April 6. Subsequent references in
this section to events in March include the beginning of April

working in February with a household income below
$40,000 reported a job loss in March. Another 6 per-
cent of all adults had their hours reduced or took
unpaid leave. Taken together, 19 percent of all adults
reported either losing a job or experiencing a reduc-
tion in work hours in March.

Despite these widespread employment losses, some
people took on new or additional employment in
March. Seven percent of adults reported that they
increased their hours worked or worked overtime.
Four percent of adults, including 8 percent of those
who experienced a job loss, took on a side job to
supplement their income. Some people who lost jobs
may also have started other full-time employment or
already had second jobs.

Many people who lost a job remained connected to
their employer and expected to return to the same
job eventually. Nine in 10 people who lost a job said
that their employer indicated that they would return
to their job at some point. In general, however,
people were not told specifically when to expect to
return to work. Seventy-seven percent said that their

prior to the respondent taking the survey; 1,030 adults
responded to the supplemental survey, and results were
weighted to be nationally representative. Additional details can
be found in the “Description of the Survey” section of this
report.

Figure 39. Employment events in March 2020

Lost a job or told not to work
Reduced hours, but not laid off
Took paid leave

Applied for unemployment
Voluntarily quit or changed jobs
Increased hours or worked overtime

Started a side job or new work

Note: April 2020 supplemental survey data.

Percent
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employer told them to expect to return, but did not
give them a return date. A smaller 14 percent were
given a specific return date or had already returned
to work. It is difficult to predict, however, how long
layoffs will ultimately last.

Many of those who were still working worked from
home. More than half of workers (53 percent) did
at least some work from home in the last week of
March, and 41 percent did all their work from home.
For comparison, in October 2019, 7 percent of
people working for someone else usually worked
from home (see the “Employment” section of this
report).

Workers with higher levels of education, particularly
bachelor’s degrees, were more likely to work from
home. Sixty-three percent of workers with at least

a bachelor’s degree worked entirely from home.
Among workers with a high school degree or less,

20 percent worked entirely from home, as did 27 per-
cent of workers who have completed some college or
an associate degree (figure 40).

Some people also said that childcare, family obliga-
tions, or health concerns contributed to them work-
ing less in March. Including those taking paid leave
or who had their hours reduced but who were not
laid off, 9 percent of adults worked fewer hours in
March. Among this group, 21 percent said they
worked fewer hours because of family responsibili-
ties or childcare. Seventeen percent said that illness
or health limitations had contributed to their reduc-
tion in hours. Nevertheless, 47 percent of those

working fewer hours said it was due to fewer hours
offered by their employer.

Effects on Family Finances

For the majority of adults, income, ability to pay
current bills, and their approach to covering a hypo-
thetical $400 unexpected expense appear to be gener-
ally stable during the initial period of the COVID-19
pandemic. Yet among those who experienced
employment losses, financial well-being is substan-
tially lower.

Consistent with the employment declines in March,
many people experienced declines in their incomes.
Overall, 23 percent of adults said their income in
March was lower than in February, while 5 percent
said their income increased and the rest indicated it
was about the same (figure 41). Among those who
lost a job or had their hours reduced, 70 percent
reported that their income declined. Most people
who did not report a job loss or reduced hours said
that their income was about the same, although

12 percent said their month-to-month income
declined between February and March.

A loss of income can affect people’s ability to

pay regular monthly bills. Eighty-one percent of
adults said they could pay all the current month’s
bills in full in April, which was essentially unchanged
from the fourth quarter of 2019 (table 32). Yet, the
survey found far greater rates of difficulty among
those experiencing employment disruptions. Sixty-

Figure 40. Amount of work performed remotely in week ending April 4, 2020 (by education)

Some

None

| 26

67

[l High school degree or less

[ Some college or associate degree

[] Bachelor’s degree or more  Percent

Note: Key identifies bars in order from top to bottom. April 2020 supplemental survey data. Among employed and self-employed adults. Education categories in the April supple-

ment differ from those used for the full SHED.
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Figure 41. Income in March 2020 relative to February (by employment disruptions since March 1)

Lost job or
hours reduced

No job loss or
hours reduction

Overall

2
8 e
5

n

M | nwer

Note: Key identifies bars in order from left to right. April 2020 supplemental survey data.

Table 32. Financial resiliency measures (by year and
employment disruptions since March 1)

Percent
i ) Able to pay all $ ngug[fsgse
Year and employment disruption current month’s Withicash
bills in full or equivalent
2019 SHED
Overall 84 63
2020 April supplement
Lost job or hours reduced 64 46
No job loss or hours reduction 85 68
Overall 81 64

Note: Data from both the 2019 SHED and April 2020 supplemental survey.

four percent of adults who reported a job loss or
reduction in hours expected to be able to pay all their
bills in full in April, compared to 85 percent of those
without an employment disruption.!

! The April supplement was conducted after the passage of the
Families First Coronavirus Response Act and the CARES Act,
which provided financial relief to many families and expanded
the availability of paid leave for some workers who contract
COVID-19. However, the survey was conducted before most
benefits were received, so it is unclear how many respondents
considered these new policies when responding to the survey.

About the same I Higher Percent

Similarly, for adults overall in April, the share who
reported they would pay an unexpected $400 emer-
gency expense entirely using cash, savings, or a credit
card paid off at the next statement was essentially
unchanged from the fall of 2019. Yet those who
experienced the loss of a job or work hours were less
likely to report they would pay an unexpected $400
expense in these ways.

In addition to the economic effects from the broader
employment disruptions related to COVID-19,
individuals may experience additional financial chal-
lenges if they, or someone close to them, gets sick.
Workers who lack paid leave are more likely to face
financial hardships or deplete financial resources if
they become sick with coronavirus symptoms. Fifty-
three percent of employed adults, including those
who are self-employed, indicated that could take two
or more weeks of paid leave if they got sick with
coronavirus symptoms (figure 42). Nonetheless,
one-fifth of employed adults reported that they
could not take any time off without a reduction in
income under these circumstances. On average,
those with more education had more leave available.
Sixty-four percent of adults with a bachelor’s degree
or more said that they had at least two weeks of
leave, while 42 percent of adults with a high school

Figure 42. Amount of leave available to use if sick with coronavirus symptoms without a reduction in pay

Two weeks or more

At least one week but
less than two weeks

Less than one week 8

None 20

53

Note: April 2020 supplemental survey data. Among employed and self-employed adults.

Percent
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Figure 43. Would you try to contact a doctor if sick with symptoms of the coronavirus?

Yes

No, primarily due to cost 4

No, primarily to avoid
taking doctor’s time
No, primarily for
other reasons

81

Note: April 2020 supplemental survey data.

degree or less said that they could take off at least
two weeks without a reduction in income.

Financial circumstances can also affect decisions to
seek medical care. Most adults (81 percent) said they
would try to contact a doctor if they were to get sick
with coronavirus symptoms, although a small share
(4 percent) indicated that concerns about cost would
deter them (figure 43). Those who experienced a job
loss or reduced hours were more likely not to contact
a doctor because of costs (8 percent), relative to
those who had not (3 percent). However, this is well
below the share who reported in the fall that they

Percent

skipped any medical care due to an inability to pay
(see the “Dealing with Unexpected Expenses” sec-
tion of this report). This lower rate of expecting to
skip medical care for COVID-19 likely reflects its
serious nature.

Results from the supplemental survey reflect finan-
cial conditions at the beginning of April 2020 and
indicate the nature of families’ experiences of finan-
cial conditions at that time. However, the financial
repercussions from COVID-19 continue to evolve,
and the Federal Reserve Board will continue to
monitor the financial conditions of households.
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Experienced loss of employment income since mid-March, and expected income loss
in the next four weeks, Pennsylvania households by selected characteristics, as of the
week ending July 21, 2020

Lost income Expect to lose
since income in
mid-March next 4 weeks
Hispanic origin and Race
Hispanic or Latino (may be of any race) 78.5% 49.5%
White alone, not Hispanic 43.4% 26.0%
Black alone, not Hispanic 63.9% 34.2%
Asian alone, not Hispanic 30.9% 24.6%
Education
Less than high school 48.8% 30.9%
High school or GED 47.5% 31.3%
Some college/associate’s degree 58.2% 36.7%
Bachelor’s degree or higher 39.9% 19.7%
Household income
Less than $25,000 45.0% 36.8%
$25,000 - $34,999 54.9% 34.6%
$35,000 - $49,999 54.0% 27.1%
$50,000 - 574,999 58.2% 29.1%
$75,000 - $99,999 50.0% 35.0%
$100,000 - $149,999 37.6% 16.4%
$150,000 - $199,999 35.4% 24.8%
$200,000 and above 35.1% 21.1%
All households in Pennsylvania 48.1% 29.2%

Source: U.S. Census Bureau Household Pulse Survey, Week 12 (week ending July 21, 2020).
Employment Table 1. Experienced and Expected Loss of Employment Income, by Select
Characteristics: Pennsylvania
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How Pennsylvania households who lost employment income since mid-March
paid their bills in the past 7 days, as of the week ending July 21, 2020

Regular income sources like those used before the pandemic 60.4%
Credit cards or loans 24.9%
Money from savings or selling assets 34.7%
Borrowing from friends or family 14.9%
Unemployment insurance (Ul) benefit payments 25.7%
Stimulus (economic impact) payment 26.9%
Money saved from deferred or forgiven payments (to meet spending needs) 5.6%
Did not report 0.9%

Source: U.S. Census Bureau Household Pulse Survey, Week 12 (week ending July 21, 2020).
Employment Table 1. Experienced and Expected Loss of Employment Income, by Select
Characteristics: Pennsylvania
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Infroduction

= National EPRI survey on COVID-19 impact
on consumer energy use and outlook

= Online panel through YouGov

= Nationally representative sample
— 2,000 respondents
— Geographic (census regions and divisions)

- Demographic (household size, age,
education, rent vs. own home, income, etc.)

— Margin of error +/- 2.3%

= Administered week of April 13

www.epri.com © 2020 Electric Power Research Institute , Inc. All rights reserve d. EPEI | ELEECELEEHP?,:;?TUH
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How has the current situation affected your energy bills?

Overall Results Those with Kids Schooling at Home
M Increased
M No change
™ Decreased
M Don’t know

Statistical margin of error +/- 2.3%

3 wWww.epri.com © 2020 Electric Power Research Institute, Inc. All rights reserved. E|=El i;ii}“.{é:f’,}';ﬁ."mn



Schedule SJR-5
Page 4 of 21

How do you feel about your energy bills as a result of the

current situation?

Overall Results Those Who Have Lost Their Job
M Very concerned

B Somewhat concerned

12% 12%

™ Not concerned

M Don’t know/
don’t pay attention

Statistical margin of error +/- 2.3%

4 wWww.epri.com © 2020 Electric Power Research Institute, Inc. All rights reserved. E|=El §:§§L‘.{§;f’;‘§$ﬁm
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How do you feel about your energy bills as a result of the

current situation?
HIGHER CONCERN IN NORTHEAST

W Very concerned M Somewhat concerned ™ Not concerned M Don’t know/ don’t pay attention

Statistical margin

of error +/- 2.3%
NORTHEAST MIDWEST SOUTH WEST

EEEEEEEEEEEEE
RESEARCH INSTITUTE
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How do you feel about your energy bills as a result of the

current situation?
HIGHER CONCERN IN NORTHEAST, ESPECIALLY NEW YORK

W Very concerned M Somewhat concerned ™ Not concerned M Don’t know/ don’t pay attention

Statistical margin
of error +/- 2.3%

NORTHEAST MIDWEST SOUTH WEST NEW YORK

EEEEEEEEEEEEE
RESEARCH INSTITUTE

www.epri.com © 2020 Electric Power Research Institute, Inc. All rights reserved. l—PEl
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Have you skipped, or do you intend to skip, an electric or
gas bill payment during this crisis?

Overall Results =Y Those Who Have Lost Their Job
es

M No
" | don’t know

Statistical margin of error +/- 2.3%

7 wWww.epri.com © 2020 Electric Power Researc h Institute, Inc. All rights reserve d. E|=El i;‘sﬂ".{éﬁ’,}'ﬁ.“mg
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What changes have you noticed in your home energy use
as a result of COVID-197?

Overall Results

More heating or cooling use

More lighting use

More hot water use

More kitchen appliance use

More electronic device use 49%

None of above

o 10% 20% 30% 40% 50% 60%

&

Statistical margin of error +/- 2.3%

www.epri.com © 2020 Electric Power Research Institute, Inc. All rights reserved. EPE’ E;ii}'f,.'ﬁ:?,}';ﬁfmz
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What changes have you noticed in your home energy use
as a result of COVID-19?

Those with Kids Schooling at Home

More heating or cooling use

More lighting use

More hot water use

More kitchen appliance use

More electronic device use 66%

None of above

N =494
0% 10% 20% 30% 40% 50% 50% 70%

www.epri.com © 2020 Electric Power Research Institute, Inc. All rights reserved. EPE’ | E;‘,‘Eﬂﬁ:?ﬁﬁfmf
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Are savings from other expenses offsetting any increases in
your energy bills?

Overall Results =Y Those Who Now Work from Home
es

M No

™ I’'m not sure

Statistical margin of error +/- 2.3%

10 wWww.epri.com © 2020 Electric Power Researc h Institute, Inc. All rights reserve d. E|=El i;‘sﬂ".{ﬁ;ﬁﬁiﬁm
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Does the current crisis make you more likely to take the
following actions related to your energy use?

Overall Results

Ask my utility how | can lower my bill

Change my household energy use habits w

Ask my utility about alternative rate plans

Reduce my other household expenses 14%
None of above |
Others I

0% 10% 20% 30% A0% 50% 60% 70%
Statistical margin of error +/- 2.3%
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Does the current crisis make you more likely to take the
following actions related to your energy use?

Results Segmented by Impact of COVID-19 on Employment Status
Change my household energy use habits I v

Ask my utility how | can lower my bill -'m . .
YR T B Lost job or business hurt
: M No change
Ask my utility about alternative rate plans 5‘.‘.‘1’2‘

Reduce my other household expenses w

None of above | A% "
0% 10% 20% 30% 40% 50% 60% 70%

Statistical margin of error +/- 2.3%
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What actions do you expect your electric utility to take?

[ Few customers are proactively asking their utility for help to . «Other” Explained
reduce their energy use and bills; however

. . - No Need  None
B More customers still expect their utility to help by providing

advice, programs, or rate plans to reduce their energy bills Nothing now... might change
Il if my job status changes

Utilities included in my rent
Advice on how to reduce energy usage 40% Y

Program or product to reduce energy usage 25% Actions

Expected Keep the electricity flowing

Ask my utility how | can lower my bill 89 .
¥ ¥ ¥ il Reduce rates for those in need

II Waive late fees ”

Different rate plans to lower my bill 26% Give me extra time to pay bill

Provide a credit on my bill
Ask my utility about alternative rate plans 7%

[ Customers reaching out to utility Negatives Expect utility to raise prices

B Customers expect from utility
Others 19% II Utility won’t do anything ”

- ,
0% 0% 0% 0% 0% Utility hasn’t contacted me

www.epri.com © 2020 Electric Power Research Institute, Inc. All rights reserved C_PEI | ELEESCELRF:EHP(I)I‘:‘S(;RTUT{
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“Does the current crisis make you more likely or less likely
to purchase any of the following within this year?”
Results by U.S. census regions

o . . \ ELECTRIC POWER
14 www.epri.com © 2020 Electric Power Research Institute, Inc. All rights reservec l—PEI RESEARCH INSTITUTE
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Power Generation & Storage

Solar panels

15%

West

Generator

14%

www.epri.com

Energy storage

-11%

Midwest

Solar panels Generator Energy storage

-17% -17%

South

Solar panels Generator  Energy storage

-16% -16%

© 2020 Electric Power Research Institute, Inc. All rights reserved.

Solar panels
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Northeast

Energy

Generator storage

-18%

B More likely to adopt
W Less likely to adopt

EPI2 | et N



Smart Devices

West Midwest

Smart
thermostat

Smart
thermostat

Smart power
outlets

Smart power
outlets

Voice assistant Voice assistant

' 3% |

-15%
South
Smart Smart power
thermostat  Voice assistant outlets
0, [v)
-15%

-21%

16 www.epri.com © 2020 Electric Power Research Institute, Inc. All rights reserved.
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thermostat
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Northeast

Smart power
outlets

Voice assistant

B More likely to adopt
W Less likely to adopt

=Pl
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RESEARCH INSTITUTE
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Home Appliances

West

Energy-efficient
appliance

www.epri.com

Extra refrigerator/
freezer

11%

Midwest

Extra refrigerator/
freezer

Energy-efficient
appliance

9%

South

Extra refrigerator/
freezer

Energy-efficient
appliance

10%

© 2020 Electric Power Research Institute, Inc. All rights reserved.
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Northeast

Extra refrigerator/
freezer

Energy-efficient
appliance

B More likely to adopt
W Less likely to adopt

=Pl

ELECTRIC POWER
RESEARCH INSTITUTE



Energy-efficient Upgrades

West Midwest

Energy-efficient
insulation or Energy-efficient
windows A/C

Energy-efficient
insulation or
windows

Energy-efficient Energy-efficient
A/C water heater

Energy-efficient
water heater

e -
7% 9%
11% 12%
= - (]

South

Energy-efficient

Energy-efficient  Energy-efficient insulation or
A/C water heater windows
-12% -13%
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Northeast

Energy-efficient

Energy-efficient Energy-efficient
A/C water heater

-13%

B More likely to adopt
W Less likely to adopt

=Pl

insulation or
windows

ELECTRIC POWER
RESEARCH INSTITUTE
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Electric Vehicles

West Midwest Northeast

South

B More likely to adopt
W Less likely to adopt
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COVID-19 spurs greatest uptick in solar panel interest among

30-44 age bracket;

All Respondents

30-44 Age Bracket

| had it prior to
COVID-19

| had it prior to COVID-19

| already bought it due to,

CoviD-19 More likely
1% 12%

| already bought it
duetoCOVID-19 ___o
2%

Less likely

More likely
15%

20%

No impact or

I’'m not sure
68%

Less likely
13%

No impact or
I’'m not sure
62%

least among 65+ age bracket

65+ Age Bracket

I had it prior to
CovID-19

More likely
4%

| already bought it
due to COVID-19
1%

Less likely
21%

No impact or
I’m not sure
72%

Similar age-segment trend for COVID-19 impact on interest in other technologies

20 www.epri.com © 2020 Electric Power Research Institute, Inc. All rights reserved.
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Together...Shaping the Future of Electricity
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Pa. PUCv. Pa. American Water Co. Schedule SIR-6
Docket Nos. R-2020-3019369, et al.

Water COSS: Allocation of late payment fees based on actual 2019

Actual 2019 New Factor 23 PAWC-Factor 20

Residential 3,114,547 0.8218 0.6391
Commercial 539,341 0.1423 0.2412
Industrial 41,316 0.0109 0.0396
Public (Municipal) 54,060 0.0143 0.0263
Other Water Utilities - Group A } 3747 0.0009 0.0010
Other Water Utilities - Group B ’ 0.0001 0.0003
Private Fire Protection } 36786 0.0033 0.0072
Public Fire Protection ’ 0.0064 0.0453
Total 3,789,797 1.0000 1.0000

Source: OCA 08-004



Pa. PUCv. Pa. American Water Co. Schedule SIR-7
Docket Nos. R-2020-3019369, et al.

Water COSS: Allocation of Citizens Acquisition CIAC and CAC

Factor 4 excluding
Factor 4 Publicand OWU  New Factor 24

Residential 0.5815 0.5815 0.5993
Commercial 0.2814 0.2814 0.2900
Industrial 0.0391 0.0391 0.0403
Public (Municipal) 0.0280 - -
Other Water Utilities - Group A 0.0013 - -
Other Water Utilities - Group B 0.0004 - -
Private Fire Protection 0.0102 0.0102 0.0105
Public Fire Protection 0.0581 0.0581 0.0599
Total 1.0000 0.9703 1.0000

Source: Factor 4 from PAWC Exh. 12-A; exclusion of Public and OWU from OCA 08-003



Pa. PUCv. Pa. American Water Co. Schedule SJIR-8
Docket Nos. R-2020-3019369, et al.

Results of OCA Proposed Changes in Water COSS Before Subsidies

PAWC as filed OCA Difference
Residential S 442,738,220 S 441,923,453 S (814,767)
Commercial 166,342,736 166,688,287 345,551
Industrial 26,863,483 26,970,137 106,654
Public (Municipal) 18,048,262 18,164,097 115,835
Other Water Utilities - Group A 694,867 695,583 716
Other Water Utilities - Group B 231,804 232,778 974
Private Fire Protection 4,822,411 4,855,537 33,126
Public Fire Protection 8,607,527 8,819,438 211,911

Total Sales of Water S 668,349,310 S 668,349,310 S -
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1.0 INTRODUCTION

In the context of wastewater systems, the term wet weather flows refers to
rainfall- and snowmelt-induced extraneous “inflows” that are conveyed by
a combined sewer system (CSS), separate storm sewer system, or as a direct
surface discharge to receiving waters. The characteristics of wet weather
flows and their potential environmental, economic, and community effects
are quite different from that of groundwater inflow and infiltration (I/l)
that occur naturally in a wastewater system. From a wastewater system
perspective, the existence of wet weather flows is not a new phenomenon.
In the discussion of cost-causative factors in Chapter 6, the wet weather
flows are deemed a part of I/I, and guidelines are provided to allocate Il
costs to volumetric and customer-cost components.

However, many wastewater utilities, especially those with a CSS, grapple
with significant unfunded regulatory mandates to manage wet weather flows
in the form of long-term control plan (LTCP) requirements and consent
decrees. With escalating regulatory and infrastructure management costs,
many utilities recognize the need for alternative forms of financing and cost
recovery that not only reflect principles of equitable recovery, fairness, and
revenue stability, but also provide fee reduction opportunities for private
and public on-site wet weather flow management. Hence, the operations
and maintenance (O&M) and capital cost financing of wet weather flow
management and the recovery of those costs add an additional layer of
complexity in wastewater ratemaking.

In this chapter, wet weather financing and cost recovery are discussed
primarily in the context of integrated wastewater utilities that have respon-
sibilities for both sewer and stormwater management services. The follow-
ing are the key questions that are pertinent to wet weather financing and
cost recovery:

B

What is the effect of wet weather flows on wastewater systems?

L]

What are some feasible financing and cost recovery mechanisms?

@

What are the key considerations in wet weather cost recovery?

@

What is the process for establishing an alternative cost recovery?

2.0 EFFECT OF

ET WEATHER FLOWS

Typically, municipal utilities, wastewater authorities, or districts that are
responsible for wastewater conveyance and/or treatment services have one
or more of the following three conveyance systems within their service area:
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¢ Combined sewer systems that convey both sanitary wastewater and
stormwater inflows in the same conveyance system;

e A separate sanitary sewer system that typically only conveys sanitary
wastewater flows; and

e A municipal separate storm sewer system (MS4) that typically only
conveys stormwater flows.

The excessive wet weather flows that result from significant wet weather
events exert different levels of effect depending on the types of wastewater
conveyance systems that exist within a municipality or a service territory.

2.1  Effect on Combined Sewer Systems

In service areas with a CSS, excessive wet weather flows could potentially
exceed the capacity of the CSS and/or water resource recovery facilities. In
such a situation, wet weather flows could trigger combined sewer overflows
(CSOs), where the untreated combined wastewater is directly discharged
to surface receiving waters without the benefit of even primary treatment.
Aging and deteriorating wastewater infrastructure can further exacerbate
such CSO issues. Frequent and highly publicized incidents of CSOs into
rivers and streams, as well as water main breaks in the nation’s largest cit-
ies, are the most visible manifestations of this deteriorating infrastructure
problem (Gomez, 2013). Combined sewer overflows directly impair water
quality, harm aquatic life, cause health hazards, and affect recreational uses
of the surface waters.

According to the U.S. Environmental Protection Agency, CSOs are a pri-
ority water pollution concern for municipalities with CSOs (www.epa.gov).
Many older large and small urban municipalities and regional facilities,
including those in New York, New York; Philadelphia, Pennsylvania; Wash-
ington, D.C.; Cincinnati, Ohio (Metropolitan Sewerage District); and Kansas
City, Missouri, face federal- and state-issued consent decrees or consent
order agreements that require mitigation and/or elimination of CSOs and
adherence to other stringent regulatory requirements. Compliance with the
consent decree or consent order requires significant investments (i.e., billions
of dollars) in LTCP initiatives.

2.2  Effect on Separate Sanitary Sewers

In separate sanitary sewers, especially those with aging infrastructure that
may be prone to significant sewer defects and associated I/I problems, wet
weather flows can exacerbate /I problems, causing sanitary sewer overflows
(SSOs). Many municipalities with SSOs also face consent orders because
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the SSOs are also point-source discharges. Significant investments in /]
reduction and other wet weather management initiatives may be needed to
mitigate SSOs.

2.3  Effect on Municipal Separate Storm Sewer System

Wet weather flows affect MS4s in a number of ways, including flooding,
habitat degradation, streams and channel erosion, and other significant
water quality issues such as sedimentation and pollution resulting from
stormwater runoff.

Although the nature of wet weather flow effect varies with the types
of conveyance systems, a common concern among all these systems is the
significant financial investment that is involved in the management of wet
weather flows.

3.0 WET WEATHER CAPITAL FINANCING AHERNATEVE%

The internal and external capital program financing alternatives that are .
described in Chapter 4 could all be considered to effectively finance wet .
weather-related capital infrastructure investments. In addition to using gray
infrastructure to manage wet weather, utilities are also increasingly integrat-
ing multibenefit land use management and private stormwater best manage-
ment practices to their wet weather management portfolio and/or LTCP
initiatives. For example, the Philadelphia Water Department has designed
the “Green City, Clean Waters” plan to mitigate CSOs and reduce water
pollution. This 25-year cost-saving program relies heavily on the use of
green infrastructure (www.phillywatersheds.org). Hence, additional innova-
tive financing mechanisms are often necessary to effectively fund these type
of wet weather initiatives.

The type of capital financing for land management-based capital initiative
would vary between public and private stormwater management initiatives

3.1  Public Stormwater Management Capital Inifiatives

Utilities can undertake recurring program initiatives such as downspout dis-
connection programs and residential- and neighborhood-level green initia
tives to mitigate wet weather contribution. Such programs can be budgete
as annual routine capital outlay and funded through user rates and charges

However, other large-scale capital initiatives, such as a multibenef
sewer separation project and/or a wetlands development project, can b
more cost effectively financed through a combination of land conservatio
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loans, grants, state revolving fund loans, bond financing, and other contribu-
tions. Leveraging multiple sources of funding for a large-scale project can
be more cost effective than a single source of funding.

To meet the expensive consent order, LTCP, and water quality require-
ments, utilities are beginning to engage in public-private partnerships where
practical. A multi-entity partnership, such as the one the District of Colum-
bia Water and Sewer Authority (DC Water) engaged in to issue its first
environmental impact bond, could be considered, if appropriate, for accel-
erating wet weather initiatives while also mitigating the risks of financial
investments, especially in emerging and pilot green initiatives.

3.2  Private Stormwater Management Capital Initiatives

Many urban municipalities also provide grants to encourage stormwater
management projects in private properties. Such types of funding may
require a multientity complex structure because the utility may not be able
to directly administer a grant to a private property. In addition, in such
situations, even if the utility provides partial funding in the form of grants,
it will not be able to own and include the stormwater assets as part of its
asset base. Hence, a utility may have to finance such grants as an O&M
cost and not as a capital initiative.

Philadelphia offers multimillion-dollar grant funding to private non-
residential properties under its Green Acres Retrofit Program (GARP).
The program costs are outlined in the annual operating budget, and the
grant is targeted toward CSO mitigation in combined sewer areas. Phila-
delphia recovers the GARP-related costs through sewer and stormwater
rates and charges.

A key consideration in wet weather capital financing in jurisdictions
with CSS is the approach used to recover the costs. In some of these jurisdic-
tions, the urban core may have the older CSS infrastructure and the associ-
ated CSO mitigation initiatives, whereas the surrounding suburban areas
may have the newer MS4 infrastructure. Therefore, utilities would have to
consider these factors in evaluating alternative capital cost recovery mecha-
nisms, and, more specifically, the appropriateness of apportioning storm-
water management practices costs between sewer and stormwater utilities.

4.0 WET WEATHER COST RECOVERY

The challenge of managing wet weather flow lies not only in the diverse
effect it has on conveyance systems, but also in the delineation of respon-
sibilities among various entities. In municipalities where multiple entities
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are involved, wet weather financing and associated cost recovery becomes
more nuanced and complex.

4.1  Delineafion of Wet Weather Management Responsibilities

In some municipalities, such as in Philadelphia, the water/sewer utility is
responsible for managing all aspects of wet weather flows, including LTCP/
National Pollutant Discharge Elimination System requirements and MS4
requirements. However, in other municipal jurisdictions, an independent
authority such as DC Water may be responsible for managing wet weather
flows only in the CSS and separate sanitary sewer systems, while the munici-
pality, in this case the District of Columbia, may be directly responsible for
all MS4 requirements.

Even within a MS4 service area, the responsibilities are often shared
by the utility and the municipality. Consequently, there are also signifi-
cant differences among municipalities in the types of wet weather capital
financing and cost recovery mechanisms that they use to recover the O&M,
debt service, pay-as-you-go, and other relevant annual wet weather costs.
Table 9.1 shows some examples of the diversity that exists in how wet
weather management-related revenue requirements are recovered from the
customer base.

4.2  Key Considerations in the Recovery of Wet Weather Costs

Several considerations play a role in the recovery of wet weather manage-
ment costs, and many of these are interrelated. These are described not as
stipulations, but as guidelines for defining cost recovery policies. Munici-
palities and large metropolitan areas need to define their own wet weather
cost recovery policies based on practical considerations and nuances that

TABLE 9.1 Primary cost recovery approach for wet weather revenue requirements.

CSS & separate -

‘Sewer charges © Sewer charges  Sewer charges
sanitary o . (AND)
sewer revenue S stormwater
requirements oo charges
MS4 revenue Sewer charges Stormwater Stormwater
requirements {OR) taxes/ charges charges

assessiments
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closely meet the utility’s strategic direction and needs, objectives, regulatory
requirements, and other specific circumstances.

4.2.1 Equity of Cost Recovery

Cost recovery approaches that recover all of the wet weather revenue
requirements based entirely on sewer charges and/or taxes (see Table 9.1,
Example 1) may provide for administrative simplicity and ease of customer
understanding. However, such approaches may affect equity of cost recovery.
Sewer charges are typically based on the volume of water usage, and taxes
are based on property value, both of which have very limited correlation to
the magnitude of a property’s wet weather contribution. Therefore, other
cost recovery mechanisms such as an impervious area-based wet weather
fee could be integrated to a user-fee rate structure portfolio.

4.2.2 Recognizing Historical System Development

Equity also may be compromised by relying entirely on cost-allocation meth-
odologies based on current use proportionality, or even current capacity
claims, that ignore historical system development. In many cases, wastewater
systems that were developed in the urban core, often with combined sewers,
provided the foundation for later suburban development with separated sys-
tems. If the costs associated with these urban combined systems are allocated
entirely by reference to current uses or capacity claims, separated suburban
systems may be inequitably relieved of responsibility for the costs of com-
bined systems that enabled growth in a metropolitan region. In these cases,
a number of alternative approaches can be used to more equitably recover
what are fundamentally “common-to-all” costs. This can be done through
wastewater charges—for example, charges based on retail customers served
or flow metrics—or through different revenue recovery mechanisms. For
example, the City of Atlanta implemented a Municipal Option Sales Tax
in part to distribute cost responsibility for their Combined Sewer Overflow
Consent Decree across the Atlanta metropolitan region.

4.2.3 Revenue Stability

Recovery of wet weather costs through volumetric-based sewer charges can
affect revenue stability because of the volatility in a customer’s water usage
and, similarly, a tax-based revenue recovery could create revenue uncertainty
because of the changing priorities of tax expenditures. Because impervious
area within a property is a relatively more stable measure of stormwater con-
tribution than the volume of water usage, including an impervious area-based
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fee as part of a utility’s overall sewer rate structure could enhance revenue
stability.

4.2.4 Fee Reduction Options

The ability to provide fee reduction options is an integral and essential
component of any user fee cost recovery approach. Properties with large
imperviousness contribute more to wet weather flows than properties with
smaller impervious areas. Therefore, using alternative means such as imper-
vious area-based wet weather fees would provide greater flexibility to afford
fee-reduction options to ratepayers that deploy on-site stormwater best man-
agement practices.

4.2.5 legal Considerations

In considering alternative approaches to wet weather cost recovery, it is criti-
cal to evaluate legal considerations including legislative authority, potential
changes to existing municipal or authorities’ charters to assess and collect
fees, and other applicable legislative aspects.

5.0 WET WEATHER RATE-SETTING APPROACH

The concept of establishing a distinct wet weather fee (often referred to asa
stormwater user fee) is becoming more prevalent in the United States (West-
ern Kentucky University, 2016) because of its multiple benefits, discussed
in the previous section. Figure 9.1 presents an illustration of the key tasks
involved in developing an impervious area-based wet weather fee.

STEP 1 STEP 3 STEP 5

Determine Develop

Stormwater Estimate
it Revenue ik Stormwater Unit

Program Costs
9 Requirements Cost

Define ] Estimate
Stormwater Fee Impervious Area = Design
Policies Billing Units Stormwater Rate
Schedule

FIGURE 9.1 Key steps in developing a wet weather (stormwater) fee.
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5.1 Delineation of Program Costs

To determine current and future program costs, to the extent practical, key
wet weather-related O&M activities and the associated costs need to be
identified. The types of O&M and capital costs that a utility includes in the
delineation of wet weather program costs depend on a utility’s overall mis-
sion, operational level of service, community needs, regulatory obligations,
and system infrastructure.

In jurisdictions that only have MS4 service areas, typical stormwater
program cost elements include stormwater collection and drainage, green
infrastructure best management practices (BMPs), asset mapping and man-
agement, stormwater treatment, MS4 permit compliance and enforcement
activities, source water and/or watershed protection programs, and pertinent
planning and administrative activities.

In jurisdictions that include CSS, the complexity of stormwater cost
delineation increases (WEF Special Publication, 2013) because stormwater
is also conveyed through the CSS to water resource recovery facilities. In
service areas with CSS, utilities incur significant O&M and capital costs to
mitigate CSOs and to meet, where applicable, consent decree requirements.
Therefore, to determine total wet weather costs, utilities could allocate a rea-
sonable portion of the CSS O&M and capital costs to stormwater services.

The CSS costs that could be allocated include conveyance, pumping,
treatment, CSO-mitigating green initiatives, public education, and other per-
tinent administrative costs. To be defensible, utilities must exercise engineer-
ing science-based sound principles and available budget and actual cost data
to allocate a portion of the CSS costs to stormwater. For example, O&M
costs relating to inlets/catch basin cleaning and debris disposal in the CSS
areas could be allocated 100% to stormwater. All other CSS costs could be
apportioned between sanitary sewer service and stormwater service.

5.2  Stormwater Fee Policies and Legal Considerations

In establishing a distinct stormwater or wet weather fee, it is prudent to
first develop a set of key policies such that key assumptions used in the
cost-of-service analysis, fee methodology, and rate design are consistent and
defensible. The framework should clearly define the basis for key aspects,
including the following:

e Apportioning of CSS and MS4 costs to stormwater revenue
requirements,

e Geographical considerations,

e Capital program financing and other financial pohc1es pertinent to
stormwater revenue requirements,
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e Stormwater customer classification,

¢ Impervious area estimation methodology,

®

Billing and enforcement,

@

Rate structure design and stormwater credits, and

L]

Other pertinent considerations.

In addition to the development of a policy framework, early in the pro-
cess utilities must conduct a due diligence review of federal, state, and local
enabling legislation, the charter under which the utility operates, to affirm
that the utility has the authority to implement a stormwater or wet weather
fee within its jurisdiction. It is also important to understand state and local
statutes and ordinances regarding the ability to assess stormwater fees on cer-
tain classes of properties and user fee voter approval/referendum procedures.

5.3 Stormwater Revenue Requirements

The next critical step is to develop the stormwater revenue requirement that
is to be recovered from a separate stormwater user fee or a wet weather
fee. Once stormwater program costs are delineated, as discussed in Sec-
tion 5.1, a comprehensive multiyear revenue requirement analysis should be
performed. Annual revenue requirements would typically include recurring
annual O&M costs, debt service expenses, pay-as-you-go cash financing,
reasonable operating capital, and any equipment reserve requirements and
debt service coverage requirements, where applicable.

When establishing a new stormwater user fee, it is also important to
consider the inclusion of one-time implementation costs and any one-time
program ramp-up costs in the determination of revenue requirements.

Potential annual revenues from other sources such as stormwater plan
and inspection reviews, any stormwater low impact development in-lieu fees,
and impact fees should be evaluated and deducted from the total annual
revenue requirements to determine the net stormwater revenue requirement
that is to be recovered from stormwater or wet weather user fees.

5.4  Impervious Area Billing Units

A critical challenge in establishing a wet weather fee or a stormwater user
fee is defining the basis for assessing the fee. Because stormwater contribu-
tion from a property cannot be directly measured, other surrogate measures
such as impervious area are often used to develop a fair approximation
of each property’s stormwater demand on a utility’s wastewater system.
Multiple cost-causative factors such as a property’s topography, pollutant
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contribution, and volume and rate of runoff can influence a property’s storm-
water demand. However, determining billing units based on these multiple
parameters is often not practical because it is technically and administra-
tively complex. Hence, the use of impervious area as a basis for determining
billing units is more common and is a widely used best practice (Black &
Veatch, 2016).

Various data sources including a municipality’s tax assessment system,
geographic information system (GIS), aerial and orthographic imagery, and
infrared imagery can be effectively used to estimate impervious area. The
properties are typically divided into stormwater classes such as single-family
residential, commercial, institutional, parking, parks, and so on based on the
granularity of land use information that is readily available in tax assess-
ment and GIS systems.

Subject to data availability and the costs involved in developing
the impervious area, a combination of approaches can be used to deter-
mine the impervious area for each stormwater class. The aggregate of the
impervious area estimated for all classes is then defined as the systemwide
impervious area.

With respect to wet weather fees, customers can seek fee reduction in
the form of stormwater credits for any fully functional on-site stormwater
management practices that they may have deployed to manage stormwa-
ter contribution. In addition, customers may also seek fee adjustments
because of potential data inaccuracies or exceptions in the impervious
area. Therefore, to account for potential revenue reductions because of
stormwater credits and appeals, it is imperative that the initial estimate of
systemwide impervious area be reduced before finalizing the total billable
impervious area.

The billing unit for a stormwater or wet weather fee is often expressed
using a single parameter such as an impervious area square footage or an
equivalent runoff unit (ERU), which is also referred to as an equivalent resi-
dential unit. The average or median impervious area square footage of the
single-family residential class is defined as one ERU. The total systemwide
billable impervious area is then expressed in terms of ERUs.

5.5  Stormwater Unit Cost

Just as water and sewer rates are often expressed in terms of cost per
hundred cubic feet ($/Ccf) (also expressed as cost per thousand gallons, or
$/1000 gal), a stormwater user fee is expressed as rate per ERU ($/ERU).
The annual net revenue requirement is divided by the total estimated billable
stormwater units (ERUs) to determine the systemwide monthly or annual
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stormwater unit cost. Table 9.2 provides an example illustration of the cal-
culation of a stormwater unit cost for a representative year, which then pro-
vides a defensible basis for designing the stormwater user fee rate structure.

5.6  Stormwater Rate Design

Most of the rate-policy objectives discussed in Chapter 8, such as fairness
and equity, administrative ease, customer understanding, and affordabil-
ity considerations, are applicable in the design of a stormwater or wet
weather fee structure. Key components of a stormwater rate structure typi-
cally include the following:

¢ Residential. Single-family residential properties (often defined as build-
ings with up to three or four dwelling units) can be charged based
on one of the following three alternatives: (1) a uniform monthly fee
where all properties pay the same fee; (2) a tiered impervious area fee
where, based on a distribution analysis of the impervious area, three
to five tiers of impervious area are designed; or (3) an individual cal-
culation for each parcel in which the monthly ERU rate is applied to
each parcel’s specific impervious area. Each approach has its benefits
and disadvantages that have to be carefully considered in selecting the
best-suited alternative;

e Nonresidential. Because of the significant differences in impervious
area characteristics among the various nonresidential classes of prop-
erties, including multifamily properties and condominiums, it is pru-
dent to calculate the stormwater charge for each parcel by applying
the monthly ERU rate to each parcel’s specific impervious area; and

e Minimum charge. Many utilities also establish a minimum charge that

either equates to one ERU or the monthly fee of the lowest impervious
area tier, if the utility has a tiered rate structure.

TABLE 9.2 Example calculation of stormwater unit cost ($/ERU).

Descr

Annual stormwater -

Revenue requirements $8,615,000 145,130 $59.36 $4.95
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6.0 CASE STUDIES

6.1  District of Columbia

6.1.1 Overview

The stormwater management responsibilities are shared by two entities
in the District of Columbia. The District Department of the Environment
(DDOE) is responsible for managing the separate stormwater system and
compliance with the District’s MS4 permit. DC Water is responsible for the
CSO LTCP and the management of wet weather issues within the combined
sewer areas. Each agency has a distinct wet weather fee for recovery of wet
weather-related costs. This approach to wet weather cost recovery aligns
with Example 3 in Table 9.1.

6.1.2 Key Driver

Approximately 65% of the service area is a separate stormwater system and
35% is a CSS. Originally, DC Water collected all fees; however, in 2007,
DDOE was established and the MS4 compliance duties were transferred
to DDOE. Both DDOE and DC Water strive for equitable recovery of wet
weather-related costs.

6.1.3 Cosis Recovered

The DDOE has a “stormwater fee” that recovers costs associated with regu-
latory compliance related to the MS4 permit, including green infrastructure
retrofits. In addition, DC Water has a Clean Rivers Impervious Area Charge
(CRIAC), which recovers CSO consent decree compliance costs including
operational upgrades, capital investments, and debt service.

6.1.4 Role Struclure

Both the DDOE stormwater fee and the DC Water CRIAC are based on
actual impervious area calculations per parcel and both agencies bill their
fees using an ERU that is based on the average amount of impervious surface
on residential properties. In addition, both entities offer a credit program
for their customers to earn a discount on their fees. The DDOE also offers
a Stormwater Retention Credit Trading Program.

The District of Columbia is unique in that there are two distinct wet
weather fees assessed by two different agencies. This requires the need for a
clear definition of roles, responsibilities, and funding sources for the activi-
ties required to enhance stormwater management.
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6.2  City of Philadelphia, Pennsylvania
6.2.1 Overview

Philadelphia Water Department (PWD) is responsible for retail water, waste-
water, and stormwater services within the city’s jurisdiction. Approximately
40% of the service area is a separate stormwater system and 60% is a CSS.
The city recovers wet weather costs both through a sanitary sewer charge
and a stormwater management service (SWMS) charge. This approach to
wet weather cost recovery aligns with Example 3 in Table 9.1.

6.2.2 Key Driver

The key driver for stormwater management costs is the implementation of
the “Green City, Clean Waters” initiative. This plan is an integral part of
the city’s CSO LTCP and its holistic approach to managing water resources
for the city. The 25-year plan will transform the health of the city’s creeks
and rivers primarily through a land-based approach of implementing green

stormwater infrastructure projects.

6.2.3 Costs Recovered

The SWMS charge is designed to recover all of the wet weather costs asso-
ciated with managing the MS4 system and a portion of the CSO LTCP
requirements. In addition, operation and maintenance of PWD?’ inlet and
catch basin cleaning, stream restoration, and a portion of the green infra-
structure programs and administration program costs are also recovered.

6.2.4 Rate Structure

The city’s SWMS charge is based on two parameters: the average gross
area square footage and the average impervious area square footage; it also
includes a monthly billing and collection charge. In addition, PWD offers
both stormwater credits and incentives programs, the costs of which are
proportionally funded through both wastewater rates and stormwater rates.
When the SWMS charge was created in July 2010, affordability was
a key concern for business and non-profit customers because, under the
new system, these nonresidential customers pay based on their impervious
“footprint”. To mitigate this effect, the PWD phased in the new charge over
4 years and established a rate increase cap for nonresidential customers.

7.0 SUM

RY

The characteristics of wet weather and the extent of wet weather effect
vary significantly among municipalities and watersheds. Determining wet
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weather costs and establishing an equitable approach to the recovery of
those costs can provide for revenue stability, equity of cost recovery, flex-
ibility to encourage public and private stormwater BMPs, and the ability
to better align user fees with program needs, costs, and customer benefits.

However, determining alternative wet weather financing mechanisms
such as public—private partnerships and/or establishing a separate wet
weather fee are critical policy decisions. These decisions need to be made
based on a careful and diligent evaluation of myriad aspects, including
delineation of service responsibilities, inter- and intra-governmental con-
tractual agreements, program needs and costs, the economic environment,
customer demographics and affordability, legislative feasibility, and admin-
istrative capacity and costs.

8.0 REFERENCES

Black & Veatch (2016) 2016 Stormuwater Utility Survey: A Black & Veatch
Report; Black & Veatch Management Consulting, LLC: Kansas City,
Missouri.

Gomez, A. (2013) Water Infrastructure—Approaches and Issues for Financ-
ing Drinking Water and Wastewater Infrastructure; Testimony before a

Congressional Subcommittee, United States Government Accountability
Office; GAO-13-451T.

U.S. Environmental Protection Agency; National Pollutant Dis-
charge Elimination System (NPDES): Combined Sewer Overflows.
https://www.epa.gov/npdes/combined-sewer-overflows-csos (accessed Aug
2017).

Water Environment Federation (2013) User Fee-Funded Stormuwater Pro-
grams, 2nd ed., WEF Special Publication; Water Environment Federation:
Alexandria, Virginia.

Western Kentucky University Stormwater Utility Survey 2016; Western Ken-
tucky University: Bowling Green, Kentucky.

9.0 SUGGESTED READINGS

Kane, J. (2016) Investing in Water: Comparing Utility Finances and Eco-
nomic Concerns Across U.S. Cities; Metropolitan Infrastructure Initiative;
Brookings Institution: Washington D.C.

Philadelphia Water Department; Green City, Clean Waters.
http://phillywatersheds.org/what_were_doing/documents_and_data/
cso_long_term_control_plan (accessed Aug 2017).



Interrogatory Answers Referenced
In the Testimony



Pennsylvania-American Water Company
Docket Nos. R-2020-3019369 (Water)
R-2020-3019371 (Wastewater)
OCA Set 4

OCA-04-005

Responsible Witness: Ashley E. Everette, Director of Rates and Regulatory for PAWC

Question:

Reference: PAWC St. 4 (Everette), p. 35, lines 12-16.

a.

Please explain in detail the reasons for proposing a single rate schedule for McKeesport
wastewater customers, compared to the existing separate rates for Port Vue customers.
Please reconcile this proposal with the statements by Ms. Heppenstall (PAWC St. 12, p.
31, lines 16-21, noting that 75% of the Port Vue system is sanitary sewer only, as
compared to the remainder of the McKeesport system which is “almost entirely a CSS
[combined sewer system].”

Response:

The settlement relative to the Company’s acquisition of the McKeesport system (Docket
No. A-2017-2606103) requires the Company to set the rates for all McKeesport
customers in this rate case equal to Rate Zone 1 wastewater rates. The settlement,
which was approved by the Commission, states in part (emphasis added):

In its first base rate case following the closing of the acquisition, PAWC will
propose to establish a rate zone for McKeesport and increase the rates of the
System to an amount equal to the Zone 1 wastewater rates of PAWC's
wastewater division, unless such increase would be more than two times the
system-average increase for the wastewater division (calculated on a percentage
increase basis).

The settlement makes no exception or separate provision for the Port Vue customers
within the McKeesport system and such increase will not be more than two times the

system-average increase for the wastewater division.

Please see my response to part (a) above.



Pennsylvania-American Water Company
Docket Nos. R-2020-3019369 (Water)
R-2020-3019371 (Wastewater)
OCA Set 4

OCA-04-018
Responsible Witness: Constance E. Heppenstall, Senior Project Manager of Gannett Fleming
Question:

Reference: PAWC St. 12 (Heppenstall), p. 33, lines 1-2. Please explain in detail why McKeesport
stormwater costs were “reallocated to the sanitary classes based on Factor 1A.” In the
explanation, please explain (a) why a separate stormwater rate was not developed and (b) why
Factor 1A (allocation of infiltration and inflow) was used to allocate stormwater costs among
the sanitary sewer using customer classes. Please include any analyses, workpapers, studies, or
other documents that helped inform the decision.

Response:

(a) Please refer to the Company’s response to I&E-RS-16 for an explanation of why the
Company is not implementing a stormwater fee for its wastewater service.

(b) As explained in PAWC Statement No. 12, the allocation of stormwater was based on
methods to allocated I1&I described in the “Financing and Charges for Wastewater Systems”,
Manual of Practice No. 27, published by the 9 Water Environment Federation (“Manual of
Practice No. 27”). As stormwater is comparable to other forms of 1&], it is allocated in the same
manner.



Pennsylvania-American Water Company
Docket Nos. R-2020-3019369 (Water)
R-2020-3019371 (Wastewater)
OCA Set 4

OCA-04-025

Responsible Witness: Constance E. Heppenstall, Senior Project Manager of Gannett Fleming

Question:

Reference: PAWC St. 12 (Heppenstall), p. 41, lines 12-15.

a.

b.

Please explain in detail the reasons why the witness believes the wastewater customer
charge should have, as a goal, recovering “all customer costs and 2/3 of 1&I costs.”

The stated goal was not listed as one of the rate design criteria given to Ms. Heppenstall
by PAWC. What is the source of this goal?

Please provide any studies, publications, or analyses on which the witness relied in
determining that this was an appropriate rate design goal.

Please confirm that the existing customer charges of $10.00 for residential customers,
$8.00 for low-income residential customers, and $25.00 for commercial customers
collect $2,761,455 in the Wastewater SSS area excluding Sadsbury and Exeter (PAWC
Exh. 12-K, p. 11), which is more than the total customer-related cost shown in the cost-
of-service study for 2022 in that rate area (51,431,015 + $824,037 for Customer
Facilities and Customer Accounting costs, respectively, shown in PAWC Exh. 12-C, p. A-
22). If this is not confirmed, please provide a corrected calculation.

Is there a difference between customer costs and direct customer costs for the
Wastewater SSS area excluding Sadsbury and Exeter? If so, please provide a calculation
of direct customer costs for that rate area that is comparable to the calculation provided
in PAWC Exh. 12-A, p. A-47.

Response:

a.

“Financing and Charges for Wastewater Systems, Manual of Practice 27”, published by
the Water Environment Federation shows on Table 7.7, page 139, that it is appropriate
to allocate 2/3 of the costs related to 1&l on a customer basis and recovered on a
customer basis. This direction recognizes that the level of I1&I is a function of both
wastewater volumes and the number of connections. Since 2/3 of |&l costs are
allocated based on the number of customers, cost causation principles support
recovering these costs in the customer charge.

Please refer to the response to part (a) above.
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c. Please refer to the response to part (a) above. The word “goal” was used differently in
each of the two sources referenced. The appropriate level of costs to be recovered on a
customer basis in the customer charge is a cost-allocation exercise that, like other cost-
allocation issues, the Company assigned to Ms. Heppenstall to address based on her
expertise on cost-allocation methods and procedures.

d. The total customer-related costs are shown in the OCA-04-025_Attacment which were
inadvertently not included in Exhibit 12-C. These schedules show customer costs of

$9,812,081 in Rate Year 1 and $10,610,723 in Rate Year 2.

e. Please refer to OCA-04-25 Attachment, which shows the direct customer costs and
calculations for the rate area.
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PENNSYLVANIA AMERICAN WATER
WASTEWATER OPERATIONS EXCLUDING SADSBURY AND EXETER WASTEWATER

CALCULATION OF CUSTOMER COST PER MONTH - 2021

Per Month
(1) Cost Related to Customer Facilities $ 1,177,928
(2) Service Equivalents X 12 338,874
(3) Cost per Bill - Meter related $ 3.48
(4) Cost Related to Customer Accounting $ 731,563
(5) Number of Bills 311,604
(6) Cost per Bill $ 2.35
(7) Cost Related to 1&I $ 11,853,293
(8) Percentage of 1&l Cost to to be recoverd in Customer Charge 66.67%
(9) Net Cost Related to 1&I to be recovered in Customer Charge $ 7,902,590
(10) Service Equivalents X 12 338,874
(11) Cost per Bill - 1&l Related $ 2332

(12) Total Customer Costs (3)+(6)+(11) $ 29.14



PENNSYLVANIA AMERICAN WATER
WASTEWATER OPERATIONS EXCLUDING SADSBURY AND EXETER WASTEWATER

CALCULATION OF CUSTOMER COST PER MONTH - 2022

Per Month
(1) Cost Related to Customer Facilities $ 1,431,015
(2) Service Equivalents X 12 316,068
(3) Cost per Bill - Meter related $ 4.53
(4) Cost Related to Customer Accounting $ 824,037
(5) Number of Bills 316,140
(6) Cost per Bill $ 2.61
(7) Cost Related to 1&I $ 12,532,880
(8) Percentage of I1&l Cost to to be recoverd in Customer Charge 66.67%
(9) Net Cost Related to 1&I to be recovered in Customer Charge $ 8,355,671
(10) Service Equivalents X 12 316,068
(11) Cost per Bill - 1&l Related $ 26.44

(12) Total Customer Costs (3)+(6)+(11) $ 33.57



PENNSYLVANIA AMERICAN WATER
WASTEWATER OPERATIONS EXCLUDING SADSBURY AND EXETER WASTEWATER

CALCULATION OF DIRECT CUSTOMER COST PER MONTH - 2021

Per Month
(1) Cost Related to Customer Facilities $ 1,679,873
(2) Service Equivalents X 12 338,874
(3) Cost per Bill - Meter related $ 4.96
(4) Cost Related to Customer Accounting $ 523,685
(5) Number of Bills 311,604
(6) Cost per Bill $ 1.68
(7) Cost Related to 1&I $ 11,853,293
(8) Percentage of 1&l Cost to to be recoverd in Customer Charge 66.67%
(9) Net Cost Related to 1&I to be recovered in Customer Charge $ 7,902,590
(10) Service Equivalents X 12 338,874
(11) Cost per Bill - 1&l Related $ 23.32

(12) Total Customer Costs (3)+(6)+(11) $ 29.96



PENNSYLVANIA-AMERICAN WATER COMPANY

WASTEWATER OPERATIONS EXCLUDING SADSBURY AND EXETER
ANALYSIS OF DIRECT CUSTOMER COSTS - 2021

Customer Billing &
Description Facilities Collecting
Operation and Maintenance Expenses
Customer Accounting Expenses 417,904
Management Fees - Customer 61,002
Employee Pension and Benefits 13,150
Transportation Expense 8,667
Worker's Compensation 3,350
Other Rev. (33,377)
Subtotal - 470,695
Depreciation Expense
Service Laterals 540,920
Office Furniture & Equipment 1,606
Transportation Equipment 22,537
Subtotal 540,920 24,143
Taxes Other Than Income
Payroll Taxes - 3,686
Assessments 7,386 4,578
Subtotal 7,386 8,265
Rate Base
Service Laterals 13,296,914
Office Furniture and Equipment - 18,190
Transportation Equipment - 223,676
Subtotal 13,296,914 241,866
Return and Income Taxes 1,131,568 20,583
Total Direct Customer Costs $ 1,679,873 $ 523,685
Plus I&I Costs 11,853,293
2/3 of 1&l Costs 7,902,195



PENNSYLVANIA AMERICAN WATER
WASTEWATER OPERATIONS EXCLUDING SADSBURY AND EXETER WASTEWATER

CALCULATION OF DIRECT CUSTOMER COST PER MONTH - 2022

Per Month
(1) Cost Related to Customer Facilities $ 2,052,860
(2) Service Equivalents X 12 343,410
(3) Cost per Bill - Meter related $ 5.98
(4) Cost Related to Customer Accounting $ 595,653
(5) Number of Bills 316,140
(6) Cost per Bill $ 1.88
(7) Cost Related to 1&I $ 12,532,880
(8) Percentage of 1&l Cost to to be recoverd in Customer Charge 66.67%
(9) Net Cost Related to 1&I to be recovered in Customer Charge $ 8,355,671
(10) Service Equivalents X 12 343,410
(11) Cost per Bill - 1&l Related $ 24.33

(12) Total Customer Costs (3)+(6)+(11) $ 32.19



PENNSYLVANIA-AMERICAN WATER COMPANY

WASTEWATER OPERATIONS EXCLUDING SADSBURY AND EXETER

ANALYSIS OF DIRECT CUSTOMER COSTS - 2022

Customer Billing &
Description Facilities Collecting
Operation and Maintenance Expenses
Customer Accounting Expenses 455,876
Management Fees - Customer 63,059
Employee Pension and Benefits 14,611
Transportation Expense 9,320
Worker's Compensation 3,597
Other Rev. (35,664)
Subtotal - 510,799
Depreciation Expense
Service Laterals 646,573
Office Furniture & Equipment 1,658
Transportation Equipment 30,639
Subtotal 646,573 32,296
Taxes Other Than Income
Payroll Taxes - 4,010
Assessments 9,212 5,288
Subtotal 9,212 9,298
Rate Base
Service Laterals 16,051,934
Office Furniture and Equipment 203,059
Transportation Equipment 293,980
Subtotal 16,051,934 497,039
Return and Income Taxes 1,397,075 43,260
Total Direct Customer Costs $ 2,052,860 595,653
Plus 1&l Costs 12,532,880
2/3 of 1&l Costs 8,355,253



Pennsylvania-American Water Company
Docket Nos. R-2020-3019369 (Water)
R-2020-3019371 (Wastewater)
OCA Set 7

OCA-07-001
Responsible Witness: Andrew Clarkson, Vice President of Operations for PAWC
Question:

Water Systems

For each of the Company’s water supply and distribution systems:

a. Do all customers have a separate service line? If not, please explain.

b. Do all customers have a separate curb stop/shut-off valve? If not, please explain.
c. Do all customers have a separate water meter? If not, please explain.

Response:

a. All water customers do not have separate service lines. There are approximately 21,000
shared service lines across the Company’s service territory. Most shared service lines
are in the Scranton (approximately 14,000), McMurray (approximately 1,100) and Butler
(710) Districts. Most districts have a small number of shared service lines because the
dwellings were older construction at the time the Company acquired the water system.
All new construction is required to have separate service lines.

b. Please refer to the response to part a. PAWC has installed approximately 15,000 Remote
Disconnect Meters on shared service/curb stop customers.

c. Most customers have a separate water meters except for the following:

e There are 115 connections in the Company’s Fernwood/Lehman Pike District
without separate water meters. PAWC is in the process of installing meters.

e PAWC has been serving as the receiver of the Winola Water Company since
December 2018 pursuant to a proceeding before the Commission. The parties
reached a settlement, and on June 2, 2020, a Joint Petition for Approval of all
Settlement Issues was filed with the Commission. Winola Water Company
customers do not have water meters. The Settlement provides for the
installation of meters.



Pennsylvania-American Water Company
Docket Nos. R-2020-3019369 (Water)
R-2020-3019371 (Wastewater)
OCA Set 8

OCA-08-003

Responsible Witness:
Constance E. Heppenstall, Senior Project Manager of Gannett Fleming (part A)
Ashley E. Everette, Director of Rates and Regulatory for PAWC (part B)

Question:

Reference: PAWC Exh. 12-A, pp. 13 and 37 (line for Citizens Acquisition CIAC and CAC).

a. Please explain why this item is allocated using factor 4 (base - maximum hour) rather
than a factor that more closely relates to the customer classes that originally made the
contributions.

b. Please provide the Company’s records showing the source, by customer class, of the
CIAC and CAC from the Citizens acquisition. If such records do not exist, please provide
a workpaper showing the number of customers, by customer class, acquired from
Citizens.

Response:

a. Factor 4 is used to allocate costs related to distribution mains. Much of CIAC and CAC is
related to the construction of distribution mains. Therefore, allocating this item using
Factor 4 is appropriate.

b. The Company does not have records showing the source by customer class of the CIAC
and CAC acquired from Citizens. The number of customers by customer class acquired
from Citizens is shown below:

Class Number of Customers
Residential 33,893
Commercial 2,376
Industrial 166
Private Fire 334
Public Fire 31




Pennsylvania-American Water Company
Docket Nos. R-2020-3019369 (Water)
R-2020-3019371 (Wastewater)
OCA Set 8

OCA-08-004

Responsible Witness: Constance E. Heppenstall, Senior Project Manager of Gannett Fleming
Question:

Reference: PAWC Exh. 12-A, p. 14 (line for Other Water Revenues - Late Payment Fees). Please
provide a workpaper showing actual late payment fees billed by customer class for the historic
test year and the future test year to date.

Response:

Please refer to OCA-08-004_Attachment for the Water Excluding Steelton actual late payment

fees by bill class for years 2019 and 2020 through May. The Company discontinued charging
late payment fees due to the Covid-19 Pandemic as of 3/16/2020 until further notice.



Pennsylvania-American Water Company Docket
No. R-2020-3019369
OCA VIII-4

Water Excluding Steelton - Late Payment Fees

Class Jan-19 Feb-19 Mar-19 Apr-19 May-19 Jun-19 Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 Dec-19 2019 Total
Residential $277,764  $275,893 $287,787 $244,822  $227,656 $240,906 $243,355 $252,481 $257,008 $236,710 $245,887 $324,278  $3,114,547
Commerecial 51,906 44,840 43,368 43,362 40,990 36,889 43,201 46,041 47,629 51,244 44,455 45,416 539,341
Industrial 3,844 2,084 5,375 3,946 2,438 1,870 3,751 1,473 4,856 3,258 4,684 3,737 41,316
OPA 6,670 7,846 3,411 (581) 2,238 3,538 6,314 5,638 7,716 6,760 2,394 2,116 54,060
Sale for Resale 1,527 20 572 158 2 20 212 211 244 0 0 781 3,747
Fire 3,443 3,258 3,789 3,012 1,884 1,916 2,532 3,575 2,691 3,071 3,678 3,937 36,786
Total Water Excluding Steelton $345,154  $333,941 $344,302 $294,719 $275,208 $285,139 $299,365 $309,419 $320,144 $301,043 $301,098 $380,265  $3,789,797
Class Jan-20 Feb-20 Mar-20 Apr-20 May-20
Residential $275,370 $289,174  $169,082 ($2,066) ($906)
Commerecial 51,856 48,386 26,226 (330) 680
Industrial 5,311 6,763 1,075 0 1,132
OPA 5,925 3,851 1,072 0 (19)
Sale for Resale 704 484 0 0 0
Fire 7,206 7,381 3,168 (8) (20)
Total Water Excluding Steelton $346,372  $356,039  $200,622 ($2,404) $867



Pennsylvania-American Water Company
Docket Nos. R-2020-3019369 (Water)
R-2020-3019371 (Wastewater)
OCA Set 8

OCA-08-006

Responsible Witness: Constance E. Heppenstall, Senior Project Manager of Gannett Fleming
Question:

Reference: PAWC Exh. 12-A, p. 14 (line for Other Water Revenues - Rents from Other
Properties). Please describe the revenues in this category and explain why they are allocated
using factor 16.

Response:

Rents from other properties includes money from cellular phone providers for the lease of
space on top of the Company’s towers for the placement of antennas.

This revenue should be allocated based on total cost of service or Factor 20, not Factor 16, as all
classes benefit from these revenues. This change in allocation causes a de minimis change in
the results of the cost of service for the residential class (0.01% increase to the cost of service
for the residential class).



Pennsylvania-American Water Company
Docket Nos. R-2020-3019369 (Water)
R-2020-3019371 (Wastewater)
OCA Set 8

OCA-08-009

Responsible Witness: Constance E. Heppenstall, Senior Project Manager of Gannett Fleming

Question:

Reference: PAWC Exh. 12-A, pp. 29-30. Please explain why there are approximately 8,200 more
residential meters than service lines.

Response:

There are approximately 8,200 more residential meters than service lines because certain
residential customers have a shared service line or two customers per service line. Therefore,
the number of service lines are reduced by 8,200 to account for the shared lines. In addition,
there are 474 commercial customers that also have shared service lines.



Pennsylvania-American Water Company
Docket Nos. R-2020-3019369 (Water)
R-2020-3019371 (Wastewater)
OCA Set 8

OCA-08-010

Responsible Witness: Constance E. Heppenstall, Senior Project Manager of Gannett Fleming
Question:

Reference: PAWC Exh. 12-A, p. 36. Should account 311.54 (Pumping equipment T&D rate base)
be allocated using factor 8 (mains), rather than factor 6 (water treatment operations)? If not,
please explain why depreciation expense for the same account (on p. 13) is allocated using
factor 8.

Response:

Yes, Account 311.54 (Pumping equipment T&D rate base) should be allocated on Factor 8,
rather than Factor 6. This change in allocation results in a de minimis change in the results of

the cost of service for the residential class (0.01% increase to the cost of service for the
residential class).



Pennsylvania-American Water Company
Docket Nos. R-2020-3019369 (Water)
R-2020-3019371 (Wastewater)
OCA Set 8

OCA-08-012

Responsible Witness: Rod P. Nevirauskas, Senior Director of Rates and Regulatory for PAWC

Question:

Reference: Proposed Water Tariff (redlined), Third Revised Page 40, Original Page 40.1, and
Original Page 40.2; Proposed Wastewater Tariff, Third Revised Page 19, Original Page 19.1 and
Original Page 19.2 (Regionalization and Consolidation Surcharge).

a.

Why is the Company proposing to use operation and maintenance (O&M) expenses
from its most recent annual report rather than from its most recent base rate case?

If the proposed tariff were currently in effect, please provide a workpaper showing the
calculation of the O&M expense per customer, along with the pages from the
Company’s 2019 annual report that are used in the calculation.

Why is the Company proposing to exclude public fire protection customers from the
surcharge?

Why does the proposed wastewater tariff mention public fire protection?

Please explain why the formula and description for the Regionalization and
Consolidation Surcharge (RCS) do not subtract revenues received from the acquired
system, and how the calculation represents a “revenue deficiency” when there does not
appear to be a comparison of costs to revenues.

Please explain how the Company will determine “netted revenue from any customers
which will be gained or lost by the beginning of the applicable service period” as
described in the calculation of Projected Annual Revenues (PAR).

The description of PAR refers to revenues “from existing water and wastewater
customers.” Is it the Company’s intention to apply the same RCS percentage to water
and wastewater customers, or to have separate RCSs for water and wastewater service?

Please provide a sample calculation of the RCS (or the separate water and wastewater
RCSs, if that is what the Company is proposing) assuming the following: acquisition of a
water and sewer system with a water rate base of S1 million consisting of $500,000 in
mains and appurtenances, $200,000 in services, $150,000 in treatment equipment,
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$50,000 in wells, and $100,000 in meters; a sewer rate base of $500,000 all of which is
in collecting mains and appurtenances; and existing revenues of $150,000 for water and
$150,000 for sewer. The calculation should use data from the Company’s 2019 annual
report for O&M and data from the 2021 test year as filed in this case for pre-tax return,
depreciation, sales, and revenues.

Response:

A. The resolution of the Company’s prior base rate cases did not include a specified level of
O&M expense. The expenses recorded in the Company’s Annual Reports is proposed in order to
use actual historical costs to calculate the expense.

B. Please refer to OCA-08-12_Attachment_1 for the requested information and workpaper.

C. Public fire protection customers are excluded due to the requirement to limit public fire rates
to 25% of cost of service.

D. The reference to public fire service in the wastewater tariff is an error. Please refer to the
corrected language in OCA-08-012_Attachment_2.

E. Please refer to OCA-08-012_Attachment_2 for a revision to the proposed tariff clarifying the
revenue deficiency calculation.

F. The Company will follow the procedures set forth in OCA-08-012_Attachment_2. The
Company uses the same methodology to project monthly revenues for the purpose of
calculating its DSIC surcharge. These projections reflect customers projected to be gained or
lost during the service period.

G. It is the Company’s intention to apply the same RCS percentage to water and wastewater
customers.

H. Please refer to OCA-08-012_Attachment 3 for the requested sample calculation using the
hypothetical scenario provided.
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Pennsylvania-American Water Company

For the Year Ended December 31, 2019

(Company Name)

400. COMPARATIVE INCOME STATEMENT

REVENUES AND EXPENSES

Balance Balance
Schedule End of Previous Increase/
Line Account Number and Title No. of Year Year Decrease
No. @) (©) (d) (e) ®
1 400.0 Operating Revenues 401 626,143,871 627,983,582 (1,839,711)
2
3 UTILITY OPERATING EXPENSES XXX XXX XXX
4 401.0 Operating Expenses 197,989,719 190,125,354 7,864,365
5 403.0 Depreciation Expense 120,300,794 109,739,806 10,560,988
6 406.0 Amortization of Utility Plant Acquisition Adjustment 417 583,732 583,732
7 407.1 Amortization of Limited Term Plant 417 203,790 186,338 17,452
8 407.2 Amortization of Property Losses 417
9 407.3 Amortization of Other Utility Plant 417
10 407.4 Amortization of Regulatory Assets 167,280 167,280
11 408.0 Taxes Other Than Income 418 4,954,505 10,418,547 (5,464,042)
12 | 409.10 Federal Income Taxes, Utility Operating Income 419 7,096,481 16,461,132 (9,364,651)
13 | 409.11 State Income Taxes, Utility Operating Income 419 4,538,897 12,489,734 (7,950,837)
14 | 409.12 Local Income Taxes, Utility Operating Income
15 410.0 Deferred Income Tax 420
16 | 410.10  Federal 420 42,396,916 35,449,854 6,947,062
17 | 410.11 State 420 16,464,372 12,402,575 4,061,797
18 Total Deferred Income Tax 420 58,861,288 47,852,429 11,008,859
19 411.1 Provision for Deferred Income Taxes
- Credit, Utility Operating Income 421

20 Tax Credits
21 412.1 Investment Tax Credit,

Deferred to Future Periods, Utility Operating Income (233,592) (233,592)
22 412.2 Investment Tax Credits, Restored

to Operating Income, Utility Operating Income
23 Total Tax Credits (233,592) (233,592)
24 TOTAL UTILITY OPERATING EXPENSES 394,462,894 387,790,760 6,672,134
25
26 NET UTILITY OPERATING INCOME (LOSS) 231,680,977 240,192,822 (8,511,845)
27
28 OTHER OPERATING INCOME (LOSS) XXX XXX XXX
29 413.0 Income from Utility Plant Leased to Others
30 | 414.0 Gains (Losses) from Disposition of Utility Property
31 TOTAL OTHER OPERATING INCOME (LOSS)
32
33 NON-OPERATING INCOME XXX XXX XXX
34 | 415.0 Revenues from Merchandising, Jobbing and Contract Work
35 [ 419.0 Interest & Dividend Income 2,583 1,229 1,354
36 | 420.0 Allowance for Funds Used During Construction (AFUDC) 3,114,234 5,657,764 (2,543,530)
37 | 421.0 Non-Utility Income 169 60,596 (60,427)
38 TOTAL NON-OPERATING INCOME 3,116,986 5,719,589 (2,602,603)
39
40 NON-OPERATING DEDUCTIONS XXX XXX XXX
41 408.2 Taxes Other Than Income, Other Income and Deductions (2,098,449) (1,760,379) (338,070)
42 409.2 Income Taxes, Oter Income and Deductions (675,191) 260,340 (935,531)
43 | 416.0 Costs & Expenses of Merchandising, Jobbing and Contract Work 20,143 1,616 18,527
44 426.0 Miscellaneous Non-Utility Expenses 7,437,410 (711,146) 8,148,556
45 TOTAL NON-OPERATING INCOME & DEDUCTIONS 7,800,899 3,510,020 4,290,879
46
47 INTEREST EXPENSE XXX XXX XXX
48 427.0 Interest Expense 78,043,022 77,448,150 594,872
49 | 428.0 Amortization of Debt Discount & Expenses 1,447,298 1,548,269 (100,971)
50 429.0 Amortization of Premium on Debt
51 TOTAL INTEREST EXPENSE 79,490,320 78,996,419 493,901
52
53 EXTRAORDINARY ITEMS XXX XXX XXX
54 433.0 Income
55 | 434.0 Deductions
56 409.3 Income Taxes
57 | 409.4 Other
58 TOTAL EXTRAORDINARY ITEMS
59 NET INCOME (LOSS) 159,991,556 164,706,423 (4,714,867)
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Pennsylvania-American Water Company

For the Year Ended December 31, 2019

(Company Name)

402. OPERATING REVENUES SUPPORTING SCHEDULE - CUSTOMER DATA

Customers should be reported on the basis of number of meters, (except where multiple customers have one meter)
plus number of flat rate accounts. Where separate meter readings are added for billing purposes, one customer

shall be counted for each group of meters so added.

Customers Customers
End of End of
Customer Classes Current Previous

Line Year Year

No. (@) (b) (©
1 Unmetered Sales XXX XXX
2 Residential 134 134
3 Commercial
4 Industrial
5 Public
6 Other
7 Public Fire
8 Private Fire
9 Total Unmetered Sales 134 134
10
11 Metered Sales XXX XXX
12 Residential 613,326 607,813
13 Commercial 45,325 45,022
14 Industrial 532 523
15 Public 2,198 2,234
16 Multiple Family Dwellings
17 Other
18 Private Fire 3,882 3,880
19 Public Fire 410 409
20 Sales for Resale 22 23
21 Total Metered Sales 665,695 659,904
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Pennsylvania-American Water Company

For the Year Ended December 31, 2019

(Company Name)

400. COMPARATIVE INCOME STATEMENT

REVENUES AND EXPENSES

Balance Balance
Schedule End of Previous Increase/
Line Account Number and Title No. of Year Year Decrease

No. (a) (©) (d) (e) ()
1 400.0 OPERATING REVENUES 401 62,985,131 61,231,232 1,753,899
2
3 UTILITY OPERATING EXPENSES XXX XXX XXX
4 401.0 Operating Expenses 22,226,872 22,573,190 (346,318)
5 403.0 Depreciation Expense 14,700,967 13,630,677 1,070,290
6 406.0 Amortization of Utility Plant Acquisition Adjustment 417
7 407.1 Amortization of Limited Term Plant 417
8 407.2 Amortization of Property Losses 417
9 407.3 Amortization of Other Utility Plant 417
10 407.4 Amortization of Regulatory Assets - 42,065 (42,065)
11 407.5 Amortization of Regulatory Liabilities
12 408.0 Taxes Other Than Income 418-419 627,983 667,031 (39,048)
13 409.10 Federal Income Taxes, Utility Operating Income 418-419
14 409.11 State Income Taxes, Utility Operating Income 418-419
15 409.12 Local Income Taxes, Utility Operating Income 418-419
16 410.0 Deferred Income Tax 418-419
17 410.10  Federal 419
18 410.11  State 419
19 Total Deferred Income Tax 419
20 411.10 Provision for Deferred Income Taxes-Credit Utility Opr. Income 419
21 412.10 Investment Tax Credits Deferred to Future Periods, Utility Operations 419
22 412.11 Investment Tax Credits Restored to Opr., Income, Utility Opr. Income 419
23 Total Tax Credits
24 413.0 Income from Utility Plant Leased to Others
25 414.0 Gains (Losses) from Disposition of Utility Property
26 TOTAL UTILITY OPERATING EXPENSES 37,555,822 36,912,963 642,859
27 NET UTILITY OPERATING INCOME (LOSS) 25,429,309 24,318,269 1,111,040
28
29 OTHER INCOME AND DEDUCTIONS XXX XXX XXX
30 415.0 Revenues from Merchandising, Jobbing and Contract Work 115 115
31 416.0 Costs & Expenses of Merchandising, Jobbing and Contract Work
32 419.0 Interest & Dividend Income
33 420.0 Allowance for Funds Used During Construction (AFUDC) (1,753,253) (564,691) (1,188,562)
34 426.0 Miscellaneous Non-Utility Expenses -
35 TOTAL OTHER UTILITY INCOME AND DEDUCTIONS 1,753,368 564,691 1,188,677
36 TAXES APPLICABLE TO OTHER INCOME AND DEDUCTIONS XXX XXX XXX
37 408.2 Taxes Other Than Income, Other Income and Deductions 418
38 409.2 Income Taxes, Other Income and Deductions 418
39 410.2 Provision for Deferred Income Taxes-Other Income & Deductions 419
40 411.2 Provision for Deferred Income Taxes-Credit, Other Income & Deductions 419
41 412.2 Investment Tax Credit-Net, Nonutility Operations 419
42 412.3 Investment Tax Credits Restored to Nonoperating Income, Utility Opr. 419
43 TOTAL TAXES APPLICABLE TO OTR. INCOME & DEDUCTIONS
44 INTEREST EXPENSE XXX XXX XXX
45 427.0 Interest Expense
46 427.1 Interest on Debt to Associated Companies
47 427.2 Interest on Short-Term Debt
48 427.3 Interest on Long-Term Debt
49 427.4 Interest on Customer Deposits
50 427.5 Interest-Other 76,537 63,262 13,275
51 428.0 Amortization of Debt Discount & Expenses -
52 429.0 Amortization of Premium on Debt -
53 TOTAL INTEREST EXPENSE 76,537 63,262 13,275
54 EXTRAORDINARY ITEMS XXX XXX XXX
55 433.0 Income
56 434.0 Deductions
57 409.3 Income Taxes
58 TOTAL EXTRAORDINARY ITEMS

NET INCOME (LOSS) 27,106,140 24,819,698 2,286,442
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Pennsylvania-American Water Company

For the Year Ended December 31, 2019

(Company Name)

402. OPERATING REVENUES SUPPORTING SCHEDULE - CUSTOMER DATA

Customers should be reported on the basis of number of meters, (except where multiple customers have one meter) plus
number of flat rate accounts. Where separate meter readings are added for billing purposes, one customer shall be counted
for each group of meters so added.

Customers Customers
End of End of
Customer Classes Current Previous Increase/
Line Year Year (Decrease)
No. (a) (b) (©) (d)
1 Unmetered Charges XXX XXX XXX
2 Residential 1,353 996 357
3 Commercial 29 26 3
4 Industrial 2 4 (2)
5 Public Authorities 4 4 -
6 Multiple Family Dwellings*
7 Availability
8 Other
9
10 Total Unmetered Charges 1,388 1,030 358
11
12 Measured Sales XXX XXX XXX
13 Residential 67,520 58,929 8,591
14 Commercial 5,202 4,856 346
15 Industrial 42 29 13
16 Public Authority 192 182 10
17 Multiple Family Dwellings*
18 Other 10 11 (1)
19 Other Systems
20 Interdepartmental
21 Other Systems-Interdepartmental
22
23 Total Measured Sales 72,966 64,007 8,959

* Use number of Individual Dwelling Units
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Pennsylvania American Water Company

Average O&M and Taxes Other Than Income Expense per Customer

1 Operating Expenses

2 Taxes Other Than Income

3 Total

4 Number of Customers

5 Average Cost per Customer

Water Wastewater
$197,989,719 $22,226,872
$4,954,505 $627,983
$202,944,224 $22,854,855
665,695 72,966
$304.86 $313.23

OCA-08-012_Attachment_1



Regionalization and Consolidation Surcharge
Proposed Water Tariff

OCA-08-012_Attachment 2



Supplement No. 19 to

Tariff Water-PA P.U.C. No. 5

Third Revised Page 40

PENNSYLVANIA-AMERICAN WATER COMPANY Canceling Second Revised Page 40

[TCJA Voluntary Surcharge eliminated] (C)
SCHEDULE OF RATES

REGIONALIZATION AND CONSOLIDATION SURCHARGE (C)

1. General Description
Purpose: To recover the revenue deficiency created by the acquisition of water and wastewater utilities
acquired at their fair market value pursuant to 66 Pa. C.S. § 1329 in order to further the regionalization and
consolidation of water and wastewater systems throughout the Commonwealth.

Effective Date: The RCS will become effective for bills rendered on and after [date].

2. Computation of the RCS
Calculation: The RCS will be updated annually to reflect eligible acquisitions closed during the twelve-
month period ending three months prior to the effective date of each RCS update. Thus, changes in the
RCS rate will occur as follows:

Effective Date Date to which RCS-Eligible
of Change Acaquisitions Reflected
April 1 December 31

The revenue deficiency of eligible fair market value acquisitions will consist of depreciation, pre-tax return,
operation and maintenance expenses, including taxes other than income, less revenues at present rates
from the acquired system, calculated as follows:

Depreciation: The depreciation expense will be calculated by applying to the Commission-approved
cost of RCS-eligible property the annual accrual rates employed in the Company's last base rate case
for the plant accounts in which each retirement unit of RCS-eligible property is recorded, unless the
Commission approves different depreciation rates.

Pre-tax return: The pre-tax return will be calculated using the state and federal income tax rates, the
Company's actual capital structure and actual cost rates for long-term debt and preferred stock as of the
last day for the period ending three months prior to the effective date of the RCS and subsequent updates.
The cost of equity will be the equity return rate approved in the Company's last fully litigated base rate
proceeding for which a final order was entered not more than two years prior to the effective date of the
RCS. If more than two years shall have elapsed between the entry of such a final order and the effective
date of the RCS, then the equity return rate used in the calculation will be the equity return rate calculated
by the Commission Staff in the latest Quarterly Report on the Earnings of Jurisdictional Utilities released
by the Commission.

Operation and Maintenance Expenses: The operation and maintenance (O&M) expenses will be
determined by multiplying the Company’s current per-customer O&M expense by the number of
customers of the acquired system. The Company’s current per-customer O&M expense will be
determined by dividing the Company’s total O&M expenses by the Company’s total number of customers,
both as shown in the most recent Annual Report to the Commission.

(C) means Change

Issued: April 29, 2020 Effective Date: June 28, 2020



Supplement No. 19 to
Tariff Water-PA P.U.C. No. 5
PENNSYLVANIA-AMERICAN WATER COMPANY Original Page 40.1

SCHEDULE OF RATES

REGIONALIZATION AND CONSOLIDATION SURCHARGE (CONT’D)

2. Computation of the RCS (cont’d)

RCS Amount: The RCS will be expressed as a percentage carried to two decimal places and will be
applied to the total amount billed to each customer for service under the Company's otherwise applicable
rates and charges, excluding amounts billed for public fire protection service, the State Tax Adjustment
Surcharge (STAS), and the Distribution System Improvement Charge (DSIC). To calculate the RCS, the
annual acquisition-related revenue requirement deficiency will be divided by the Company's projected
revenue for sales of water and wastewater (including all applicable clauses and riders) for the annual
period during which the charge will be collected, exclusive of revenues from customers acquired under
66 Pa. C.S. § 1329 since the last base rate case, public fire protection service, the STAS and the DSIC.

Formula: The formula for calculation of the RCS surcharge is as follows:

RCS = ((RMRB * PTRR)+Dep+O&M — Year 1 Revenues of Acquired System) + e
PAR PAR
Where:
RMRB = The ratemaking rate base as established in the 66 Pa. C.S. § 1329 proceeding,

net of accumulated depreciation since acquisition.

PTRR = Pre-tax return rate applicable to RCS-eligible property.

Dep = Depreciation expense related to RCS-eligible property.

O&M = Operation and maintenance expenses including taxes other than income.

e = Amount calculated (+/-) under the annual reconciliation feature or
Commission Audit as described below.

PAR = Projected annual revenues for service (including all applicable clauses and riders)
from existing water and wastewater customers plus netted revenue from any customers
which will be gained or lost by the beginning of the applicable service period, will be based
on the applicable twelve-month period, including any revenue from acquired companies
that are now being charged the rates of the acquiring company, and excluding any
revenue from systems acquired pursuant to 66 Pa. C.S. §1329 since the Company’s last
base rate case.

Annual Updates: Supporting data for each annual update will be filed with the Commission

and served upon the Bureau of Investigation and Enforcement, the Office of Consumer Advocate
and the Office of Small Business Advocate at least sixty (60) days prior to the effective date of
the update.

3. Safeguards
Cap: The RCS will be capped at 5.00% of the amount billed to water and wastewater customers under
otherwise applicable rates and charges.

Issued: April 29, 2020 Effective Date: June 28, 2020



Supplement No. 19 to
Tariff Water-PA P.U.C. No. 5
PENNSYLVANIA-AMERICAN WATER COMPANY Original Page 40.2

SCHEDULE OF RATES
REGIONALIZATION AND CONSOLIDATION SURCHARGE (CONT’D)
3. Safeguards, cont’d

Audit/Reconciliation: The RCS will be subject to audit at intervals determined by the Commission. Any
cost determined by the Commission not to comply with this tariff shall be credited to applicable customer
accounts. It will also be subject to annual reconciliation based on a reconciliation period consisting of
the twelve months ending December 31 of each year or the Company may elect to subject the RCS to
quarterly reconciliation but only upon request and approval by the Commission. The revenue received
under the RCS for the reconciliation period will be compared to the Company's eligible costs for that
period. The difference between revenue and costs will be recouped or refunded, as appropriate, in
accordance with Section 1307 (e), over a one-year period commencing April 1 of each year, or in the
next quarter if permitted by the Commission. If RCS revenues exceed RCS-eligible costs, such over-
collections will be refunded with interest. Interest on the over-collections and credits will be calculated at
the residential mortgage lending specified by the Secretary of Banking in accordance with the Loan
Interest and Protection Law (41 P.S. § 101, et seq.) and will be refunded in the same manner as an over-
collection. The Company is not permitted to accrue interest on under collections.

New Base Rates: The RCS charge will be reset at zero upon application of new base rates to customer
billings that provide for prospective recovery of the annual costs that had theretofore been recovered
under the RCS. Thereafter, only the revenue requirement deficiency of new eligible acquisitions, that
have not previously been reflected in the Company's rate base, would be reflected in the annual updates
of the RCS.

All Customer Classes: The RCS shall be applied equally to all customer classes exclusive of customers
acquired under 66 Pa. C.S. § 1329 since the Company’s last base rate proceeding.

Earning Reports: The charge will also be reset at zero if, at the time of the annual update, the data filed
with the Commission in the Company's then most recent Annual or Quarterly Earnings reports show that
the Company will earn a rate of return that would exceed the allowable rate of return used to calculate its
revenue requirement deficiency under the RCS as described in the Pre-tax return section. The Company
shall file a tariff supplement implementing the reset of the RCS to zero due to overearning on one-days’
notice and such supplement shall be filed simultaneously with the filing of the most recent Annual or
Quarterly Earnings reports indicating that the Company has earned a rate of return that would exceed
the allowable rate of return used to calculate its revenue requirement deficiency.

Customer Notice: Customers shall be notified of changes in the RCS by including appropriate
information on the first bill they receive following any change. An explanatory bill insert shall also be
included with the first billing.

Residual E-Factor Recovery Upon Reset to Zero: The Company shall file with the Commission interim
rate revisions to resolve the residual over/under collection or E-factor amount after the RCS rate has
been reset to zero. The Company can collect or credit the residual over/under collection balance when
the RCS rate is reset to zero. The utility shall refund any over collection to customers and is entitled to
recover any under collections as set forth in Section 3 — Audit Reconciliation. Once the Company
determines the specific amount of the residual over or under collection amount after the RCS rate is reset
to zero, the Company shall file a tariff supplement with supporting data to address that residual amount.
The tariff supplement shall be served upon the Commission’s Bureau of Investigation and Enforcement,
the Commission’s Bureau of Audits, the Office of Consumer Advocate, and the Office of Small Business
Advocate at least ten (60) days prior to the effective date of the supplement.

Public Fire Protection: The RCS will not apply to public fire protection customers.

Issued: April 29, 2020 Effective Date: June 28, 2020



Regionalization and Consolidation Surcharge
Proposed Wastewater Tariff
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Supplement No. 19 to

Tariff Wastewater PA P.U.C. No. 16

Third Revised Page 19

PENNSYLVANIA-AMERICAN WATER COMPANY Canceling Second Revised Page 19

[TCJA Voluntary Surcharge eliminated] (C)

SCHEDULE OF RATES

REGIONALIZATION AND CONSOLIDATION SURCHARGE (C)

1. General Description
Purpose: To recover the revenue deficiency created by the acquisition of water and wastewater utilities
acquired at their fair market value pursuant to 66 Pa. C.S. § 1329 in order to further the regionalization and
consolidation of water and wastewater systems throughout the Commonwealth.

Effective Date: The RCS will become effective for bills rendered on and after [date].

2. Computation of the RCS
Calculation: The RCS will be updated annually to reflect eligible acquisitions closed during the twelve-
month period ending three months prior to the effective date of each RCS update. Thus, changes in the
RCS rate will occur as follows:

Effective Date Date to which RCS-Eligible
of Change Acaquisitions Reflected
April 1 December 31

The revenue deficiency of eligible fair market value acquisitions will consist of depreciation, pre-tax return,
operation and maintenance expenses, including taxes other than income, less revenues at present rates
from the acquired system, calculated as follows:

Depreciation: The depreciation expense will be calculated by applying to the Commission-approved
cost of RCS-eligible property the annual accrual rates employed in the Company's last base rate case
for the plant accounts in which each retirement unit of RCS-eligible property is recorded, unless the
Commission approves different depreciation rates.

Pre-tax return: The pre-tax return will be calculated using the state and federal income tax rates, the
Company's actual capital structure and actual cost rates for long-term debt and preferred stock as of the
last day for the period ending three months prior to the effective date of the RCS and subsequent updates.
The cost of equity will be the equity return rate approved in the Company's last fully litigated base rate
proceeding for which a final order was entered not more than two years prior to the effective date of the
RCS. If more than two years shall have elapsed between the entry of such a final order and the effective
date of the RCS, then the equity return rate used in the calculation will be the equity return rate calculated
by the Commission Staff in the latest Quarterly Report on the Earnings of Jurisdictional Utilities released
by the Commission.

Operation and Maintenance Expenses: The operation and maintenance (O&M) expenses will be
determined by multiplying the Company’s current per-customer O&M expense by the number of
customers of the acquired system. The Company’s current per-customer O&M expense will be
determined by dividing the Company’s total O&M expenses by the Company’s total number of customers,
both as shown in the most recent Annual Report to the Commission.

(C) means Change

Issued: April 29, 2020 Effective Date: June 28, 2020



Supplement No. 19 to
Tariff Wastewater PA P.U.C. No. 16

PENNSYLVANIA-AMERICAN WATER COMPANY Original Page 19.1

SCHEDULE OF RATES

REGIONALIZATION AND CONSOLIDATION SURCHARGE (CONT’D)

2. Computation of the RCS (cont’d)

RCS Amount: The RCS will be expressed as a percentage carried to two decimal places and will be
applied to the total amount billed to each customer for service under the Company's otherwise applicable
rates and charges, excluding amounts billed for public-fire-protection-service; the State Tax Adjustment
Surcharge (STAS), and the Distribution System Improvement Charge (DSIC). To calculate the RCS, the
annual acquisition-related revenue requirement deficiency will be divided by the Company's projected
revenue for sales of water and wastewater (including all applicable clauses and riders) for the annual
period during which the charge will be collected, exclusive of revenues from customers acquired under
66 Pa. C.S. § 1329 since the last base rate case, publicfireprotection-service-the STAS and the DSIC.

Formula: The formula for calculation of the RCS surcharge is as follows:

RCS = ((RMRB* PTRR)+Dep+O&M — Year 1 Revenues of Acquired System) + e
PAR PAR
Where:
RMRB =  The ratemaking rate base as established in the 66 Pa. C.S. § 1329 proceeding,

net of accumulated depreciation since acquisition.

PTRR =  Pre-tax return rate applicable to RCS-eligible property.

Dep =  Depreciation expense related to RCS-eligible property.

O&M =Operation and maintenance expenses including taxes other than income.

e =  Amount calculated (+/-) under the annual reconciliation feature or
Commission Audit as described below.

PAR =  Projected annual revenues for service (including all applicable clauses and riders)

from existing water and wastewater customers plus netted revenue from any customers
which will be gained or lost by the beginning of the applicable service period, will be based
on the applicable twelve-month period, including any revenue from acquired companies
that are now being charged the rates of the acquiring company, and excluding any
revenue from systems acquired pursuant to 66 Pa. C.S. §1329 since the Company’s last
base rate case.

Annual Updates: Supporting data for each annual update will be filed with the Commission
and served upon the Bureau of Investigation and Enforcement, the Office of Consumer Advocate
and the Office of Small Business Advocate at least sixty (60) days prior to the effective date of

the update.

3. Safeguards

Cap: The RCS will be capped at 5.00% of the amount billed to water and wastewater customers under
otherwise applicable rates and charges.

Issued: April 29, 2020

Effective Date: June 28, 2020



Supplement No. 19 to
Tariff Wastewater PA P.U.C. No. 16
PENNSYLVANIA-AMERICAN WATER COMPANY Original Page 19.2

SCHEDULE OF RATES
REGIONALIZATION AND CONSOLIDATION SURCHARGE (CONT’D)
3. Safeguards, cont’d

Audit/Reconciliation: The RCS will be subject to audit at intervals determined by the Commission. Any
cost determined by the Commission not to comply with this tariff shall be credited to applicable customer
accounts. It will also be subject to annual reconciliation based on a reconciliation period consisting of
the twelve months ending December 31 of each year or the Company may elect to subject the RCS to
quarterly reconciliation but only upon request and approval by the Commission. The revenue received
under the RCS for the reconciliation period will be compared to the Company's eligible costs for that
period. The difference between revenue and costs will be recouped or refunded, as appropriate, in
accordance with Section 1307 (e), over a one-year period commencing April 1 of each year, or in the
next quarter if permitted by the Commission. If RCS revenues exceed RCS-eligible costs, such over-
collections will be refunded with interest. Interest on the over-collections and credits will be calculated at
the residential mortgage lending specified by the Secretary of Banking in accordance with the Loan
Interest and Protection Law (41 P.S. § 101, et seq.) and will be refunded in the same manner as an over-
collection. The Company is not permitted to accrue interest on under collections.

New Base Rates: The RCS charge will be reset at zero upon application of new base rates to customer
billings that provide for prospective recovery of the annual costs that had theretofore been recovered
under the RCS. Thereafter, only the revenue requirement deficiency of new eligible acquisitions, that
have not previously been reflected in the Company's rate base, would be reflected in the annual updates
of the RCS.

All Customer Classes: The RCS shall be applied equally to all customer classes exclusive of customers
acquired under 66 Pa. C.S. § 1329 since the Company’s last base rate proceeding.

Earning Reports: The charge will also be reset at zero if, at the time of the annual update, the data filed
with the Commission in the Company's then most recent Annual or Quarterly Earnings reports show that
the Company will earn a rate of return that would exceed the allowable rate of return used to calculate its
revenue requirement deficiency under the RCS as described in the Pre-tax return section. The Company
shall file a tariff supplement implementing the reset of the RCS to zero due to overearning on one-days’
notice and such supplement shall be filed simultaneously with the filing of the most recent Annual or
Quarterly Earnings reports indicating that the Company has earned a rate of return that would exceed
the allowable rate of return used to calculate its revenue requirement deficiency.

Customer Notice: Customers shall be notified of changes in the RCS by including appropriate
information on the first bill they receive following any change. An explanatory bill insert shall also be
included with the first billing.

Residual E-Factor Recovery Upon Reset to Zero: The Company shall file with the Commission interim
rate revisions to resolve the residual over/under collection or E-factor amount after the RCS rate has
been reset to zero. The Company can collect or credit the residual over/under collection balance when
the RCS rate is reset to zero. The utility shall refund any over collection to customers and is entitled to
recover any under collections as set forth in Section 3 — Audit Reconciliation. Once the Company
determines the specific amount of the residual over or under collection amount after the RCS rate is reset
to zero, the Company shall file a tariff supplement with supporting data to address that residual amount.
The tariff supplement shall be served upon the Commission’s Bureau of Investigation and Enforcement,
the Commission’s Bureau of Audits, the Office of Consumer Advocate, and the Office of Small Business
Advocate at least ten (60) days prior to the effective date of the supplement.

Issued: April 29, 2020 Effective Date: June 28, 2020



Pennsylvania American Water Company
OCA-08-012 Sample RCS Calculation

1 Rate Base

2 Pre-Tax Rate of Return %

3 Pre-tax Return

4 O&M - Water
5 O&M - Wastewater

6 Depreciation - Water
7 Depreciation - Wastewater

9 Revenue Requirement

10 Acquired System Year-1 Revenues

11 Revenue Deficiency

12 Proposed Water and Wastewater Sales Revenues Less Public Fire

13 Surcharge Percentage

OCA-08-012_Attachment_3
Page 1 of 5

Amount

1,500,000

10.37%

155,550

76,215
78,308

40,130
16,400

366,603

300,000

66,603

783,484,747

0.01%

Reference

OCA-08-012

Page 2 of 5

Line 1 x Line 2

Page 3 of 5
Page 3 of 5

Page 4 of 5
Page 4 of 5

Sum of lines 3-8

OCA-08-012

Line 9 - Line 10

Page 5 of 5

Line 11 / Line 12



Pennsylvania American Water Company
OCA-08-012 Sample RCS Calculation - Pre-Tax Rate of Return

Summary
Wastewater Capital Cost Weighted Revenue Revenue
Structure Rate Cost Multiplier Requirement
Long-Term Debt 44.79% 4.40% 1.97% 1.97%
Preferred Stock 0.06% 8.80% 0.01% 1.40631 0.01%
Common Equity 55.15% 10.80% 5.96% 1.40631 8.38%
7.94% 10.37%

Capital Structure and Cost Rates: reference PAWC Statement No. 1, Schedule RPN-1.

Revenue Multiplier
Statutory State Tax Rate
Statutory Federal Tax Rate

1- State Tax Rate

Fed Rate Times (1-State Tax Rate)
Effective Tax Rate

1-Eff Tax Rate

Reciprocal

0.0999
0.21

0.9001
0.189021
0.288921
0.711079

1.40631

OCA-08-012_Attachment_3
Page 2 of 5



Pennsylvania American Water Company
OCA-08-012 Sample RCS Calculation - Average O&M and Taxes Other Than Income Expense per Customer
Refer to OCA-08-012-Attachment_1

Water Wastewater

1 Operating Expenses $197,989,719 $22,226,872
2 Taxes Other Than Income $4,954,505 $627,983
3 Total $202,944,224 $22,854,855
4 Number of Customers 665,695 72,966
5 Average Cost per Customer $304.86 $313.23
Number of Customers [1] 250 250
Annual O&M Expense $76,215 $78,308

Notes:
[1] The example provided in OCA-08-012 does not specify the number of customers to be acquired; however, the
number of customers is necessary to complete the example. Thus, a hypothetical number of customers was used.

OCA-08-012_Attachment_3
Page 3 of 5



Pennsylvania American Water Company

OCA-08-012 Sample RCS Calculation - Depreciation Expense

Rate Base Annual Accrual Depreciation
Account  Description per OCA-08-012 UPIS [1] Accum. Depr. Rate, Percent [2] Expense
Water Plant:
331.00 Mains and appurtenances 500,000 1,000,000 500,000 1.20% 12,000
333.00 Services 200,000 400,000 200,000 1.66% 6,640
320.00 Treatment Equipment 150,000 300,000 150,000 2.91% 8,730
307.00 Wells 50,000 100,000 50,000 2.32% 2,320
334.00 Meters 100,000 200,000 100,000 5.22% 10,440
Total 1,000,000 40,130
Wastewater Plant:
[3] Collection Sewers 500,000 1,000,000 500,000 1.64% 16,400
Notes:

[1] OCA-08-012 requests a sample calculation of the RCS using provided rate base amounts. Depreciation expense is calculated based on

plant in service, not rate base (i.e., net plant in service). Accordingly, for purposes of this example, the rate base values provided in the
interrogatory are assumed to represent 50% of the undepreciated value of the assets.

[2] Please refer to Exhibit No. 11-C for the 2021 Water Excluding Steelton depreciation study.

[2] The Company has both gravity and force collection sewers. For purposes of this example, a composite rate of force and gravity mains is
used. Please refer to Exhibit No. 11-C for the 2022 Wastewater SSS Excl. Sadsbury and Exeter depreciation study.

360.10
361.10

Collection Sewers - Force Mains
Collection Sewers - Gravity Mains

Original Cost Annual Accrual Rate
38,161,242 667,003
99,296,641 1,585,213
137,457,883 2,252,216 1.64%

OCA-08-012_Attachment_3

Page 4 of 5



Pennsylvania American Water Company
OCA-08-012 Sample RCS Calculation - Proposed Revenues Summary

Revenues Summary

Refer to Exhibit No. 3-A, 2021 Revenues at Proposed Rates

Water/WW Sales Public Fire Applicable Rev.
Water Excl 673,570,656 8,798,003 664,772,653
Steelton 5,156,043 41,500 5,114,543
WW SSS 32,510,852 32,510,852
Sadsbury 1,159,871 1,159,871
Exeter 14,086,200 14,086,200
Scranton 34,532,212 34,532,212
McKeesport 29,843,375 29,843,375
Kane 1,465,041 1,465,041
Total Company 792,324,250 783,484,747

OCA-08-012_Attachment_3

Page 5 of 5



Pennsylvania-American Water Company
Docket Nos. R-2020-3019369 (Water)
R-2020-3019371 (Wastewater)
Bureau of Investigation and Enforcement Interrogatories Set 1

I&E-RS-16-D

Responsible Witness: Ashley E. Everette, Director of Rates and Regulatory for PAWC
Question:

Reference PAWC Volume 19 Exhibit 12F showing the Scranton wastewater operations.

A. Explain why the Company is not proposing to implement a stormwater fee in the
Scranton wastewater operations.

B. Has the Company studied implementing a stormwater fee? If yes, provide all studies and
analysis done to establish a stormwater fee or rate in the Scranton Wastewater system.

C. Does the Company’s agree that recovering stormwater costs from the customer base
(cost causers) that causes stormwater costs to be incurred is a more reasonable
methodology that recovering stormwater cost in wastewater rates that are based upon
water consumption? If not, explain why not.

Response:
A. Please refer to the response to part C below.
B. No, the Company has not studied implementing a stormwater fee.

C. In Pennsylvania-American Water’s prior rate cases, the Commission has based wastewater
charges on customers’ water flows. The Company used this methodology in proposing its
wastewater rates in this proceeding. PAWC provides stormwater service only through
combined sewer systems. A combined sewer system is not made up of separate wastewater
and stormwater elements, but is one system providing wastewater service. The commingled
flow is considered “wastewater” under Section 102 of the Public Utility Code, as amended by
Act 154 of 2016. As such, it is reasonable to continue recovering the cost of collecting and
treating wastewater (including stormwater combined with wastewater) through rates that are
based upon water consumption.



Pennsylvania-American Water Company
Docket Nos. R-2020-3019369 (Water)
R-2020-3019371 (Wastewater)
Bureau of Investigation and Enforcement Interrogatories Set 3

I&E-RS-23-D

Responsible Witness: Constance E. Heppenstall, Senior Project Manager of Gannett Fleming
Question:

Reconcile the 2021 total $32,851,567 subsidy provided by the Water Operations (Excluding
Steelton) shown on PAWC Volume 17 Exhibit 12A, page 14 with the $32,743,486 (52,428,123 +
$4,059,372 + $770,451, +58,457,047 + $15,544,509 + $1,483,984) total subsidy being provided
to Wastewater Operations shown on PAWC Volumes 18 and 19.

Response:

The amount of subsidy included in Water Operations Excluding Steelton is the correct amount
of subsidy. The difference in the amounts shown above is due to the 2021 cost of service study
for Sadsbury, Exhibit 12-E, which did not include the full amount of costs that were allocated for
wastewater treatment from the Wastewater Operations Excluding Sadsbury and Exeter of
$671,275. The original Exhibit 12-E shows $563,193 but should be corrected to $671,275 as
shown in the cost of service for Wastewater Operations Excluding Sadsbury and Exeter, Exhibit
12-C, Schedule A. This change increases the 2021 subsidy needed for Sadsbury to $878,532
from $770,451. Attached as I&E-RS-23-D_Attachments 1 and 2 are the revised Exhibit 12-E in
PDF and electronic format. These revised exhibits show the full subsidy needed for the
Sadsbury SSS Wastewater Operations.

Also attached is a full summary of the subsidy provided by the Water Operations Excluding
Steelton by wastewater operation and by class as I&E-RS-23-D_Attachment 3 that shows the
full subsidy of $32,851,567.



I&E-RS-23-D Attachment 1 _Exhibit No. 12-E-REV
Witness: C. Heppenstall

PENNSYLVANIA-AMERICAN WATER COMPANY

Mechanicsburg, Pennsylvania

SADSBURY WASTEWATER SSS OPERATIONS
REVISED WASTEWATER COST OF SERVICE
ALLOCATION STUDY

AS OF DECEMBER 31, 2021 (RATE YEAR 1)

GANNETT FLEMING VALUATION AND RATE CONSULTANTS, LLC

Camp Hill, Pennsylvania



I&E-RS-23-D Attachment 1

REVISED WASTEWATER COST OF SERVICE
ALLOCATION STUDY

AS OF DECEMBER 31, 2021
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PENNSYLVANIA AMERICAN WATER COMPANY
SADSBURY WASTEWATER SSS OPERATIONS
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 4. ALLOCATION OF COSTS ASSOCIATED WITH CUSTOMER FACILITIES.

Factors are based on the estimated relative cost of customer facilities, as follows:

Customer Number of Service Equiv. Service Allocation
Classification Customers Ratio (a) Equivalents Factor
(1M 2 (©)] (2)X(3)=(4) ®)
Residential 1,083 1.0 1,083 0.9078
Non-Residential 44 25 110 0.0922
Total 1,127 1,193 1.0000

(a) Based on ratio by class for Coatesville service area.

FACTOR 5. ALLOCATION OF COSTS ASSOCIATED WITH BILLING AND COLLECTING.

Factors are based on the number of customers.

Customer Number of Allocation
Classification Customers Factor
(1) (2) (3)
Residential 1,083 0.9610
Non-Residential 44 0.0390

Total 1,127 1.00000
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PENNSYLVANIA AMERICAN WATER COMPANY
SADSBURY WASTEWATER SSS OPERATIONS

SCHEDULE E - 2021 - REV
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FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 6. ALLOCATION OF LABOR RELATED TAXES AND BENEFITS.

Factors are based on the allocation of direct labor expense.

Allocation
Factor

@)

0.8762
0.1238

Customer Direct Labor
Classification Expense
M 2
Residential $ 16,709
Non-Residential 2,361
Total $ 19,070

1.0000

FACTOR 7. ALLOCATION OF ORGANIZATION, FRANCHISES AND CONSENTS,
MISCELLANEOUS INTANGIBLE PLANT AND OTHER RATE BASE ELEMENTS.

Factors are based on the allocation of the original cost less depreciation other than

those items being allocated, as follows:

Allocation
Factor

Original
Customer Cost Less
Classification Depreciation
M 2
Residential $ 7,045,987
Non-Residential 1,058,960

@)

0.8693
0.1307

Total $ 8,104,947

1.0000
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PENNSYLVANIA AMERICAN WATER COMPANY
SADSBURY WASTEWATER SSS OPERATIONS
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 8. ALLOCATION OF INCOME TAXES AND INCOME AVAILABLE FOR RETURN.

Factors are based on the allocation of the original cost measure of value rate base
as shown on the following pages and summarized below.

Original
Customer Cost Measure Allocation
Classification of Value Factor
(1 (2) (3)
Residential $ 7,187,244 0.8694
Non-Residential 1,079,369 0.1306
Total $ 8,266,613 1.0000

FACTOR 9. ALLOCATION OF REGULATORY COMMISSION EXPENSES, ASSESSMENTS AND
OTHER WATER REVENUES.

The factors are based on the allocation of the total cost of service, excluding those
items being allocated.

Customer Total Cost Allocation
Classification of Service Factor
(1) (2) (3)
Residential $ 988,600 0.8743
Non-Residential 142,173 0.1257
Total $ 1,130,773 1.0000

FACTOR 9A. THIS FACTOR NOT USED.
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PENNSYLVANIA AMERICAN WATER COMPANY
SADSBURY WASTEWATER SSS OPERATIONS
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 10. ALLOCATION OF ADMINISTRATIVE AND GENERAL EXPENSES

Factors are based on the allocation of all other operation and maintenance expenses
excluding purchased water, power, chemicals and waste disposal.

Operation &
Customer Maintenance Allocation
Classification Expenses Factor
(1) (2) (3)
Residential $ 29,681 0.9107
Non-Residential 2,911 0.0893
Total $ 32,592 1.0000

FACTOR 11. ALLOCATION OF CASH WORKING CAPITAL

Factors are based on the allocation of operation and maintenance expenses
including purchased water, power, chemicals and waste disposal.

Operation &
Customer Maintenance Allocation
Classification Expenses Factor
Q) 2 (3
Residential $ 102,040 0.9153
Commercial 9,443 0.0847

Total $ 111,483 1.0000




WW EXCLUDING SADSBURY AND EXETER
SADSBURY

EXETER

SCRANTON

MCKEESPORT

KANE

TOTAL ACT 11 FROM WATER
REALLOCATED BULK TO RESIDENTIAL
TOTAL FROM WATER BY CLASS

STEELTON

TOTAL FROM WATER

WW EXCLUDING SADSBURY AND EXETER
SADSBURY

EXETER

SCRANTON

MCKEESPORT

KANE

TOTAL ACT 11 FROM WATER

REALLOCATED BULK TO RESIDENTIAL

TOTAL FROM WATER BY CLASS

STEELTON

TOTAL FROM WATER

FROM SADSBURY TO WW EXCL. - BULK 2021
FROM SADSBURY TO WW EXCL. - BULK 2022

PENNSYLVANIA AMERICAN WATER COMPANY

WATER ACT 11 ALLOCATION TO WASTEWATER - 2021

PUBLIC
RES coM IND MUNI LGE IND BULK FIRE TOTAL
S 1,825,706 S 424,038 S 22,451 S 92,069 S 63,360 2,428,123
768,101 108,852 - 1,579 878,532
3,135,053 541,079 346,219 37,022 4,059,372
5,014,183 2,825,725 5,012 331,353 280,774 8,457,047
9,603,398 2,631,170 - 308,297 - 3,001,645 15,544,509
1,154,836 265,145 16,117 47,885 1,483,984
S 21,501,277 S 6,796,008 S 389,799 S 818,205 S 344,634 S 3,001,645 S - 32,851,567
S 2,298,198 S 629,668 S 73,779 S (3,001,645) -
S 23,799,475 S 7,425,676 S 389,799 S 891,984 S 344,634 S - S - 32,851,567
647,477 73,383 853,411 12,082 190,476 1,776,829
S 24,446,952 S 7,499,059 S 1,243,210 S 904,066 S 344,634 S - S 190,476 34,628,396
WATER ACT 11 ALLOCATION TO WASTEWATER - 2022
Public
RES COM IND MUNI LGE IND BULK Fire TOTAL
S 2,644,573 S 605,588 S 32,811 S 131,971 S 91,519 3,506,461
722,375 102,811 - 1,519 - 826,706
2,865,871 501,058 318,299 34,751 - 3,719,978
6,392,279 3,650,305 6,493 430,141 364,344 10,843,561
9,020,183 2,465,611 - 291,612 - 2,842,015 14,619,421
1,293,204 292,114 17,756 52,757 1,655,831
S 22,938,485 S 7,617,485 S 375,359 S 942,751 S 455,862 S 2,842,015 S - 35,171,958
S 2,176,668 S 594,979 S - S 70,369 $ (2,842,015) -
S 25,115,153 S 8,212,464 S 375,359 S 1,013,120 S 455,862 S - S - 35,171,958
506,508 48,718 647,219 9,390 149,013 1,360,848
S 25,621,661 S 8,261,182 S 1,022,578 S 1,022,510 S 455,862 S - S 149,013 36,532,806
Bulk
S 671,275
S 699,423



BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission . Docket Nos. R-2020-3019369 (Water)
V. : C-2020-3019751
Pennsylvania-American Water Company : R-2020-3019371 (Wastewater)

C-2020-3019754

VERIFICATION

I, Scott J. Rubin, hereby state that the facts set forth in my Direct Testimony, OCA
Statement 1, are true and correct (or are true and correct to the best of my knowledge,
information, and belief) and that | expect to be able to prove the same at a hearing held in this
matter. | understand that the statements herein are made subject to the penalties of 18 Pa.C.S. §

4904 (relating to unsworn falsification to authorities).

DATED: September 8, 2020 Signature; M m

*205174 Scott J. Rubih

Consultant Address: 333 Oak Lane
Bloomsburg, PA 17815
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